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Our craftsmen, our customers, and ourselves 
believe in ALLEN WALES Adding Ma- 


chines...We know that our machines deliver 


honest performance, absolute accuracy and 
high speed...That is why they have met 
with such unprecedented success among 
well known American Business Institutions. 


ALLEN VWVALES 
MACHINE 
ALLEN WALES ADDING MACHINE CORP. 515 Madison Avenue « New York City 
SALES AND SERVICE THROUGHOUT THE UNITED STATES. AND IN 40 FOREIGN COUNTRIES 
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The Condition of BUSINESS 


FaLL OuTLooK. The business situation contains the ele- 
ments of a short boom. The most important single factor is 
the belief shared by many millions of persons that inflation 
in some form will be very hard to avoid. One serious damper 
js uncertainty connected with the election this Fall and the 
clue it will furnish as to the trend of public opinion regarding 
private enterprise. Another is continued instability abroad. 
The main thing that trade and industry need is a green light, 
and many plans for borrowing, expanding production and 
starting new enterprises are doubtless waiting. 

Parapox. Coupled with a fair degree of confidence in the 
outlook for the rest of the year is a persistent feeling of 
anxiety, which has come to be a familiar paradox in Ameri- 
can business thinking. The prospect of another huge na- 
tional deficit and the abandonment of all pretense at balanc- 
ing the budget have struck a decidedly sour note and 
strengthened the case of those that feel that honest, sound 
recovery is a Jong way off. 

Tue NATIONAL Dest. Even if the income of the Federal 
Government from all sources could be immediately doubled 
and the expenditures remain at exactly their present level, 
it would require more than 40 years to pay off the present 
national debt. Obviously, under such circumstances, every 
billion added to such a debt carries the country that much 
farther into a form of socialism and the only thing that can 
rescue our system of private enterprise is a balanced national 
budget. 

MONEY AND CIRCUMSTANCES. The stage setting at present 
includes the following extraordinary combination of cir- 
cumstances: 

1. Bank examination policies have been liberalized so as to 
increase greatly the ways in which credit can be used. 

2. Rules governing eligibility for rediscount have been 
progressively broadened. 

3. There exists a greater quantity of idle funds than ever 
before seeking investment. 

4. Interest rates are lower than ever before. 

5. The Federal Government is spending billions of dollars 
for every purpose, from relief to the purchase of surplus 
crops. 


6. Dollars from the Treasury are flowing in a huge stream 
to the farm areas. 

7. Government lending agencies are pushing out credit for 
all kinds of purposes and in all parts of the country. 

8. There is a national housing program in which banks are 
cooperating with the Government to put millions of dollars 
into the hands of builders of houses. 

9. Huge crops are expected and the Government is sup- 
porting the price structure by various means. 

10. Inventories of every kind have declined to an unusu- 
ally low point. 

11. There exists a nervous inflationary psychology result- 
ing from several years of diluting the national wealth through 
deficit financing. 

12. Finally, technological progress is taking place with 
unprecedented speed in all branches of industry, creating 
new processes, equipment and products for public sale. 

Crepit Controt. All of these things make it seem like a 
long time ago that the Reserve authorities were criticized for 
having brought on the great 1929 boom and collapse by 
timidly and gently lowering the rediscount rate. 

Many of the exhibits mentioned above cannot be looked 
upon as desirable or healthy, but their effect, for the time 
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being, is mainly on the side of greater activity. The free and 
easy lending policy that banks are invited to follow is re- 
garded by many bankers with misgiving, but it is fairly sure 
to result in more money flowing into business projects of 
various kinds. In this connection, too, it is wise to note that 
the new bank examination policies are regarded, even in 
Washington, as experimental and subject to revision. 

Prorit Motive. One element of all previous booms and 
recovery periods that is conspicuously missing from the pic- 
ture today is the assurance of profits. Taxes are high and will 
certainly go higher. Labor costs are heavy and not easily ad- 
justed to changes in prices and market conditions. Govern- 
ment interference with management, restrictions on enter- 
prise and competition with private citizens have dulled 
initiative and whatever is left of the profit motive. Perhaps 
there are men today who are starting little businesses which 
will become Ford and Eastman companies of tomorrow but 
the chances are that they are waiting for conditions to be- 
come more favorable to the taking of risks. 

Cross SECTION INDEX. BANKING’S cross section report of 
business trends shows a sharp change for the better. Thirty- 
one per cent of the executives participating in the poll state 
that the trend of their businesses at present is upward. Thirty- 
eight per cent say that they are moving along on even keel and 
only 31 per cent still report a downward trend. This last figure 
compares with 61 per cent last month, 58 per cent the month 
before and 51 per cent the month before that. 

Prime Wuicu Pumps? The prospective improvement this 
Fall relates chiefly to consumer’s goods inZustries and retail 
trade, with capital goods, as usual, lagging to some extent. 
However, owing to the fact that a large part of the pump 
priming expenditures this year and next will be for public 
works it is possible that capital goods will feel the benefits 
sooner. 

New Financinc. The prospects for new corporate financ- 
ing appear to be good. The credit policies of the Federal 
Reserve Board and Treasury have given assurance that 
money rates will continue low for some time and this is all 
to the advantage of large borrowers who can afford the ex- 
pense of registration and other requirements of the S.E.C. 
The direct placing of issues of considerable size by private 
negotiation has the attention of the commission. 

AvuTOMOBILES. Some favorable signs in the automobile 
industry are discernible despite a continued decline in sales 
in most parts of the country. There does not appear to be 
any danger of surplus stock in dealers’ hands such as existed 
last year and became a serious problem. Already there is a 
shortage of new cars reported in some districts. 

STEEL. The situation in the steel industry and in all groups 
depending on that basic commodity has been greatly compli- 
cated by price changes. Steel men anticipate an upturn in 
production this Fall and some authorities look for 60 per cent 
of capacity by October. 

Cautious Buyinc. The industrial buyers have been dis- 
posed to curtail orders not only for steel but for all products 
pending a revival of demand in the retail fields. Also they 
have been hesitant about making large commitments as long 
as there was any possibility of a decrease in prices. There 
are signs of various kinds that producers and retail merchants 
learned something from their experience last Summer. The 
prices of basic commodities show a better balance between 
supply and demand. 

R. KuxNs 


Why bears eat like pigs 


HERE’S a mighty good reason why 
bears are just a trifle “piggish” in 
their appetites... 


For, during lush seasons of the year 
when food is plentiful, Bruin’s system is 
busy storing away a substantial part of 
all that he eats—a reserve to tide him 
over his long Winter nap, when food is 
scarce. 

But nature provides no such reserve 
for man to fall back on, in emergencies. 
That is why we believe—and advocate 


Investors Syndicate agency offices 
in 200 leading cities, including: 

New York+ + Newark + Harrisburg - New Orleans 
Charleston, W.Va. Memphis Chicago Detroit 
Des Moines - Oklahoma City «+ Salt Lake City 
Los Angeles + Montreal* - Toronto* +» Winnipeg 


Home Office: Minneapolis, Minn. 
t Office Investors Syndicate Title and Guaranty Co. 
*Office Investors Syndicate, Ltd., Canada 
These companies are affiliates of Investors Syndicate 


that every man with a present earning 
power should be building this financial 
position: (1)—a bank account; (2)—life 
insurance; (3)—Living Protection. 

Living Protection is simply a plan 
which encourages people to accumulate 
money by putting aside small amounts 
regularly and persistently. 

In the past 10 years, Investors Syndi- 
cate has disbursed over $70,000,000 to 
people who have followed this plan. 
Much of this sum is—by their own testi- 


mony—money which these people would 
not otherwise have had. And it is money 
which has been largely used by them to 
better both themselves and their com- 
munities. 


Our right to advocate sound, thrifty 
habits may be judged by the fact that 
Investors Syndicate has always paid 
every obligation on time, when due—and 
increased its resources every year through 
good times and trying times alike. Further 
information sent gladly on request. 


INVESTORS SYNDICATE 


Established 1894 


Living Protection... everyman's road 


to financial security 
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WORDS and MUSIC 


A NATIONAL FORUM OF MOVING PICTURES AND RADIO IN PUBLIC RELATIONS 


Romance of Business 


HE Fort Wayne National Bank (Indiana) has just con- 
P'audea a successful 78-week radio program entitled 

Romance of Fort Wayne Business. During the past year 
and a half the program has told the stories of 78 industries 
and business concerns of the community. 

Following a consultation late in 1936 with the local sta- 
tion’s program department, the bank decided that the 
“romance” idea was worth testing. A 15-minute program was 
set up, divided about half and half between music and voice. 

Believing that a financial institution calls for a high type 
of music, the series opened with a string quartette and piano 
accompaniment. After the first seven weeks, comments on 
the program prompted a change. “To anyone planning a 
broadcast,” says Harold D. Cothrell, assistant cashier, “we 
suggest an analysis of potential listeners, and an attempt 
to judge what type of music will have the most appeal.” The 
change from classical to popular music brought far more fa- 
vorable comment. After a year, the music was changed again, 
hitting upon the happy medium of semi-classical and the best 
grade of the popular type. This proved to be what the public 
wanted. 

The program carried two commercials—one preceding the 
opening theme and one at the close. Commercials were held 
down to one minute and less. Each service department of the 
bank, with the exception of trust, had its share of selling. 

After a ten-month run, the program was again changed to 
an interview type with supplementing music. The change 
again pulled greater interest than the straight story type. 

Progtams were scheduled for 6:45 P.M., Tuesdays—dinner 
time, before the big network shows come in. This time was 
held until the advent of daylight saving, when it proved to 
be too early. At that time, the Lucky Strike Hit Parade was 
carried on the local stations between 9 and 9:45 P.M., 
Wednesdays. The bank decided that the 15 minutes immedi- 
ately following would give a ready-made audience. When 
clocks were turned back to standard time the program re- 
sumed its original period. 

Of Fort Wayne’s two stations, the bank chose the smaller 
—100 watts—giving adequate coverage of the entire county. 

“Merchandising,” comments Mr. Cothrell, “is a very im- 
portant and necessary part of every radio show. Don’t expect 
your station to do it all for you. Every employee should help 
in the selling. We used window and lobby displays, newsads, 
statement enclosures, counter cards and furnished various 
types of publicity to our subject companies. 

“Actual costs ran around $60 weekly and, as for results, 
we find ourselves much closer to 78 of our business and indus- 
trial accounts, much of this resulting from their cooperation 
in the program.” A very favorable amount of new business 
also came from the broadcasts. 

All programs were written at the bank—a job which 
seemed to take care of itself after the first few weeks. Much 
information was provided by the subject companies which 
delighted in the idea of linking their product and service 
with the bank’s program. 


Mr. Cothrell offers these points as a broadcast building 
guide: 

1. Consult with your station program staff. Select an- 
nouncers with infinite care to the small, though important, 
details of voice, inflection, pronunciation, speed and diction. 
A poor announcer can ruin the best show. 

2. Continuity should be written to make the show flow 
easily and naturally. Make your program easy on the ears 
and you'll have listeners. 

3. Time is a factor that bears on the type of program used, 
but it is wise not to try competing with big network shows. 
A study of schedules will indicate the best open time for 
your local program. 

4. Merchandise the program. Lay your plans carefully in 
cooperation with your station. Advertising still depends 
upon showmanship. When your bank is on the air waves, 
give it every advantage of sound selling. 


**Sound Business”’ 


AX EW way to train bank employees in the business use of 
the telephone has been developed by the Continental 
Illinois National Bank and Trust Company of Chicago. 

A 23 minute sound slide film—entitled “Sound Business’”’ 
—dramatizes approved practices of the bank in the use of 
the telephone and marks a departure in the bank’s training 
program. 

(CONTINUED ON PAGE 5) 


Two pages of the booklet Sound Business 


phone is taken by the customer as coming 

from the Bank itself. Customers don't 

stop to distinguish between individuals 

and the organization. If our customers 

like the individuals with whom they talk- 

over the phone. they feel that the Bank is 

a pleasant, friendly. helpful organiza- 

tion. And remember that the organiza- 

tion which you thus represent is one with 

thousands of customers and correspond- 

ents, and with nationwide services and 

activities. 

your selection of words, but also in your 
tone of voice. It is only natural that a 


Ps ee Te customer should take his cue from the 


Notwithstanding its importance, good 
telephoning is a simple matter. It re 
quires merely a little thought and intelli- 
gent application. Essentials to be kept in 
mind are the following 


ANSWER PrometLy. Your ringing tele 
phone bell is a signal that someone is 
waiting. When your greeting comes over 
the phone without loss of time. you have 
taken the first step in making a good 


tone that greets him. 

Courtesy includes guarding against 
“aside” remarks which might be over- 
heard by the person on the other end of 
the wire. 


Likewise, rather than keep a customer 
on the phone too long while looking up 
information, save his time and cafl him 
back. 


Lisren Arrentivery. You don't know 


impression 
when the customer is going to say some~. ~ 
thing vital or give you an important 
figure 


BE PLEASANT AND COURTEOUS. 
out the conversat 


Through 
maintain a pleasant 
courteous attitude. not only through 
SPEAK CLearty. Know what you want 
to say before you say it. Don't mumble 
your words. Usea normal tone of voice: 
it carries best over the phone. even for 
long distance. Always speak clearly 
so as to be heard clearly. 

Hotp Your PHoNs Correcriy. When 
speaking. always keep the phone directly 
in front of the mouth. In any other posi- 
tion there is only one-tenth to one- 
fiftieth of the normal voice pickup. 
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RUBBER-STAMP COUNSEL 


can’t solve your investment problems 


Moody’s Supervisory Service rests squarely on 
the principle that “your problem is different”— 
that rubber-stamp advice on “what to buy, sell or 
hold” can be only of limited use in helping you 
to develop a sound investment program. 


That is why, when you become a subscriber to 
Moody’s Bank Supervisory Service, your personal 
counsellor will ask you about the amount and char- 
acter of deposits and loans... your seasonal needs 
for cash .. . your loaning policy, service charges, 
current operating position and many other ques- 
tions seemingly unrelated to bond investments. 


Then—and only then—can your personal coun- 
sellor interpret the day-by-day reports of Moody’s 
staff of security analysts in terms of your bank’s 
present position and develop a sound invest- 


ment policy to fit your needs for income, liquidity 
and safety. 


The cost of Moody’s Bank Supervisory Service 
is nominal when compared to the protection it 
affords. How much it will cost your bank can be 
determined only after we examine your present 


holdings. This, we will gladly do, in confidence 
and without obligation. 


MOODYS INVESTORS SERVICE 


JOHN MOODY, President 


65 Broadway, New York City 


105 West Adams Street, Chicago 
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(CONTINUED FROM PAGE 3) 


Realizing that proper telephoning is 
always important to banks, particularly 
those with a large volume of business 
transacted by phone, the Continental 
felt that some device other than the 
usual operating bulletin might be tried. 
A sound film seemed particularly well 
adapted, since it shows what goes on at 
both ends of a telephone conversation. * 

The film has just been shown, first to 
the officers and then to the remainder of 
the personnel of the bank, with favor- 
able response. Groups of approximately 
60 people saw the film at each showing 
during the working day. In this way 
there was no serious interference with 
bank operations. It is planned to run 
the picture for all new employees and to 
present it again to the other members 
of the staff in about six months. 

The principal character is the tele- 
phone, itself, brought to life through 
animated cartoons. Another leading réle 
represents a bank employee who shows 
promise in his work, except as to his 
telephone manners. The animated tele- 
phone illustrates for the employee, by 
the case method and without preaching, 
good and bad practices in telephoning. 
Certain essentials of good telephoning 
are summarized in this series of cus- 
tomer-employee conversations, which 
are carried on in various departments 
of the bank. 

The entire cast of the picture is pro- 
fessional, selected by the bank’s per- 
sonnel division from a picture organiza- 
tion which produced the film, thus 
avoiding disadvantages of using ama- 
teur talent from the bank. Musical 
scores are part of the sound script run- 
ning through the story. 

An illustrated booklet, prepared as a 
companion to the film, is given to each 
member of the bank’s staff at the time 
he sees the presentation. The booklet is 
not a substitute for the picture, but 
summarizes its main features and also 
contains specific directions as to the 
mechanics of telephoning. The booklet, 
therefore, is both a reminder of the film 
and also a reference manual. 

The cover picture of the booklet, 
showing the bank’s telephone operators 
in action, suggests the reason for the 
title of the film, Sound Business. It is 
business conducted by sound alone. The 
illustration on the inside cover empha- 
sizes the point that an employee is the 
bank when talking to a customer over 
the phone. Another illustration, also 
taken from the film, suggests to a bank 
officer enjoying the luxury of a secretary 
that he, rather than the secretary, 
answer his phone. 
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This film, probably the first of its kind 
to be produced by a banking organiza- 
tion, opens a new field of effective ap- 
proach to employee training and better 
customer relations. 


Minute Movies 


—_—* that can open the eyes of 
the movie-going public, who annu- 
ally spend 80 cents of their enter- 
tainment dollar, or $475,000,000, on 
the silver screen, is something to com- 
mand the respectful attention of every 
merchandiser. 

This medium, termed for convenience 
“minute movies” or “theater shorts”, 
has opened a broad field of possibilities 
to banking as well as business. Unlike 
other films, these are designed and ac- 
cepted as straight advertising. Sales 
messages are concentrated into strips 
running anywhere from 45 seconds to 3 
minutes. They make no attempt to hide 
the fact that their purpose is advertis- 
ing, but they do try to be as interesting 
and to create as much audience appeal as 
their purpose and short run will permit. 

Minute movies are not altogether a 
new form. Commercial advertisers, par- 
ticularly in the national group, have 
used them extensively for the past five 
years. More recent technical advances 
have improved these pictures vastly. In 
addition to the ordinary black and 
white sound version, today’s editions 
frequently appear as animated cartoons 
and in technicolor. Sponsors in the com- 
mercial field have developed an oblique 
touch to the sales appeal of shoes, soap, 
foodstuffs, automobiles, etc., on the 
theater screen. 

It appears in current reports that an 
increasing number of banks have been 
sold on minute movies, either on the 
service basis of some production firm or 
by their own initiative to create some- 
thing of their own. The banking angle 
suggests that we explore a few experi- 
ences to see what uses have been made 
and to uncover, if possible, the relation 
of results to costs. 

Cases under observation here are 
necessarily limited. The yardstick of 
effectiveness and value in minute movies 
is more accurately determined by the 
more widespread commercial use. Nev- 
ertheless, it serves our purpose to study 
the peculiar qualities of film strip pro- 
motion from our own confined angle. 
The intangibility of service selling places 
a wide gap between business and bank- 
ing experience with the medium. Truth 
is that any film, or any media of promo- 
tion, is tested for utmost values when 
the subject is intangible. If we are will- 
ing to make allowances for these points, 


ABOU 
CHECKING ACCOUNTS 


NO. 5 OF A SERIES 


De Luxe presents these talks as a contri- 
bution to a subject of vital interest. We 
welcome questions, ideas and comments 

ertaining to the small account movement. 


I the small account market worth cul- 
tivating? Perhaps it would be more to 
the point to ask ... can it safely be 
ignored? If we did ignore it, we would 
have precious little “market” left. Even 
now, despite the fact that small accounts 
have not been encouraged on any wide 
scale, the average bank finds that about 
70%, of its depositors make up only 10°, 
of its total dollar deposits. 


We are told that the revenue, even on a 
very reasonable service charge basis, 
from this group—per dollar of deposit— 
oftentimes exceeds the earning possibil- 
ities of the same amount in a few large 
accounts. This would still be true even if 
interest rates increased materially. And 
so, viewed strictly from the standpoint 
of profit, the possibilities are great. 


The Customer Relations profit is even 
greater. Today, in all communities, a 
new crop of young men is growing up, 
knowing little about banks or banking 
service. But isn’t this very lack of knowl- 
edge an asset, because these youths have 
no traditional prejudices either? They 
will consider with an open mind your 
educational messages and they will ap- 
preciate the advantages of a checking 
account. 


And doesn’t the very fact that the check- 
ing system, having been brought to such 
a splendid stage of development until 
today it represents the cheapest form of 
money ever created, make it necessary 
to think, not in terms of whether it 
should be made available to people in 
the lower income brackets, but rather 
how soon, how wholeheartedly can it be 
sold to the greatest possible number? 
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Unper the hood, out 
of sight, the gasoline engine 
performs daily miracles of 
efficiency and power. 


Back of every well managed 
bank is a complicated and fine- 
ly adjusted service machine 
that responds to the customer’s 
slightest touch. 


Correspondents who commit 
their business to our care 
characteristically expect and 
receive satisfactory results as 
a matter of course. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital, Surplusand Undivided Profits 
$39,000,000 


Member of Federal Deposit Insurance Corporation 
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we may examine facts with an open mind, 
A number of Wisconsin banks have 


| reported on typical minute movies 
| covering savings, checking accounts, 
| F.D.I.C. membership, safe deposit, gen- 
| eral banking, etc. These particular films 
| ran between 2 and 3 minutes—some- 
| what longer than the average for theater 
| use. Off-stage voice was employed to 


give an educational, selling story as 
various scenes were flashed on the screen, 
All showings were scheduled by previous 
arrangement with the film producer for 
local neighborhood theater use. In each 
case the scheduled run was based on 
alternate weekly showings, and the films 
changed with each alternate week. Con- 
tracts on this basis ran up to six months, 
In all, 13 different films were included in 
the schedules. 


MOST OPINIONS FAVORABLE 


| WITH but two exceptions, opinion 


seems to be heartily in favor of this type 
of film. One bank considered costs exces- 
sive from its standpoint. Its attitude to- 
ward films generally, however, is highly 
favorable. In fact the bank has made 
wide use of the film Back of Banks and 
Business described in this department 
last month. It sees greater value all 
around in a film of institutional appeal. 
The other exception brings up the al- 
most universal argument against the 
present theater vogue which calls for an 
all night session of assorted features, 
previews, news reels, comedy shorts and 
Mickey Mice. This, says the bank, 
makes too great a load for an advertis- 
ing film to get favorable attention. 
Both points raised here are, of course, 
matters of opinion. Costs are essentially 
basic problems. What one bank consid- 
ers excessive may not be questioned by 
another bank. There can be no compari- 
son between the minute movie and a 
longer film of the institutional type. 
Both have distinctive jobs and under 
right conditions both perform equally 
well. Also on the other point raised, it 
may be said that theater fans have been 
known to bring their lunch. And the nat- 


| ural comeback is that there are also 


those who prefer quality in short sit- 
tings. The typical movie-goer, when we 
get down to cases, is neither extreme. 
He likes his money’s worth and, granted 
that what is presented to him has enter- 


| taining or educational qualities, he finds 
| no serious fault. Costs and overloading 


are reasonable objections. Both prob- 
lems have been tackled by more experi- 
enced commercial advertisers in the past, 
and the solution seems to be shorter 


| shorts of better quality: 


There are several points in minute 
(CONTINUED ON PAGE 8) 
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‘Unforeseen events 


nce oftefi change and shape the course of man’s affairs” 


“IT’S YOUR BUSINESS NOW, SON” 


“... I've earned retirement and I'm satisfied you're ready to 
step into my shoes. But let me emphasize one thing: Carry 
fidelity bonds on every employe in the place. 

“I know all those men...I'd bet my bottom dollar on every 
one of them. That’s why they're in our employ, many of them 
in positions of high trust. Nevertheless, I'm not blind to hu- 
man weaknesses. In every man’s life there are times when he 
may be tempted to ‘borrow,’ then try to replace that money by 
‘borrowing’ more. That has sent many a man to ruin. It can 
plunge you into bankruptcy. And never forget that the trusted 
man has the greatest opportunity to go wrong. 

“So I say, bond every man you put on the payroll. He won't 
resent it... it’s a feather in his cap that a surety company will 


bond him. It will give you peace of mind too; greater confi- 
dence in planning against the unforeseen. 

“So good luck, son. Keep your chin up—but keep it covered.” 

» » » 

In the past ten years alone, surety companies have paid out 
almost $200,000,000 on fidelity bond claims. Maryland bond- 
ing means more than merely reimbursing you for loss. An 
employe’s record is examined before the bond is approved. 
Maryland investigations, too, often disclose lax accounting 
methods or other loopholes which might result in further 
shortages. And when a loss does occur, it is a distinct relief to 
the employer to have a trained claim man immediately on the 
job to straighten out the tangle. Ask your Maryland agent. 


MARYLAND 
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Guaranty Trust Company 


of New York 


MAIN OFFICE 
140 Broadway 


BRUSSELS 


FIFTH AVE. OFFICE 
Fifth Ave. at 44th St. 


MADISON AVE. OFFICE 
Madison Ave. at 60th St. 


LONDON PARIS LIVERPOOL HAVRE ANTWERP 


Condensed Statement, June 30, 1938 


RESOURCES 
Cash on Hand, in Federal Reserve Bank, and 
Due from Banks and Bankers . $ 567,402,506.31 


Bullion Abroad and in Transit 898,905.00 
U. S. Government Obligations 594,526,714.33 
Public Securities . . 43,390,111.93 
Stock of the Federal Reserve Bank 7,800,000.00 
Other Securities . . nee 16,085,103.31 
Loans and Bills Purchased , 515,626,317.08 
Items in Transit with Foreign Branches . 1,396,608.60 
Credits Granted on — 19,650,057.51 
Bank Buildings : 12,366,305.99 
Other Real Estate 668,604.40 
Real Estate Bonds and Mortgages ; 1,994,698.63 
Accrued Interest and Accounts Receivable 34,401 ,957.37 
$1,816,207,890.46 
LIABILITIES 

Capital. . $ 90,000,000.00 

Surplus Fund ...... 170,000,000.00 

Undivided Profits. ... . 12,010,401.89 


$ 272,010,401.89 


Dividend Payable July 1, 1938. . . 2,700,000.00 
Miscellaneous Accounts Payable, Accrued 

Interest, Taxes, etc. . 18,598,714.85 
Acceptances $ 36,067,808.31 

Less: Own Acceptances 

Held for Investment 16,417,750.80 

19,650,057.51 
Liability as Endorser on Acceptances and 

Foreign Bills. 6,817,918.00 
Deposits . . $1,471,569,237.14 
Outstanding Checks 24,861 ,561.07 

1,496,430,798.21 

$1,816,207,890.46 


Securities carried at $10,215,505.11 in the above Statement are pledged to qualify for 
fiduciary powers, to secure public monies as required by law, and for other purposes. 


WILLIAM C. POTTER, Chairman W. PALEN CONWAY, President 
EUGENE W. STETSON, Vice-President 

DIRECTORS 
GEORGE G. ALLEN Director, British- W. A. HARRIMAN 

American Tobacco Company, Limited, 

and President, Duke Power Company JOHN A. HARTFORD President, The Great 
W. PALEN CONWAY President Atlantic & Pacific Tea Company 
CHARLES P. COOPER Vice-President DAVID F. HOUSTON President, The Mutual 
American Telephone & Telegraph Company Life Insurance Company of New York 
JOHN W. DAVIS of Davis Polk Wardwell CORNELIUS F. KELLEY 


of Brown Brothers 
Harriman & Co. 


President, 

Gardiner & Reed Anaconda Copper Mining Co. 

ARTHUR C. DORRANCE President, Campbell FREDERICK P. KEPPEL President, 
Soup Company 


Carnegie Corporation of New York 
THOMAS W. LAMONT of J. P. Morgan & Co. 
CHARLES S. MUNSON 


EDWARD D. DUFFIELD President, 
The Prudential Insurance Company of America 
CHARLES E. DUNLAP President, Berwind- Air Reduction Company, Inc. 
EWIS GAWTRY WILLIAM ©. POTTER Chairman of the Board 
LEWI resident, 

The Bank for Savings in the City of New York GEORGE E. ROOSEVELT of Roosevelt & Son 
ROBERT W. GOELET Real Estate EUGENE W. STETSON Vice-President 
PHILIP G. GOSSLER Chairman of the Board, CORNELIUS VANDERBILT WHITNEY Banker 

Columbia Gas & Electric Corporation GEORGE WHITNEY of J. P. Morgan & Co. 
EUGENE G. GRACE President, L. EDMUND ZACHER President, 
Bethlehem Stee! Corporation The Travelers Insurance Company 


President, 


(Member Federal Deposit Insurance Cor poration) 


(CONTINUED FROM PAGE 6) 


movies which all users seem to endorse: 

1. There is a guaranteed circulation, 
Of the 16,000 motion picture theaters in 
the country, it is reported that some 
8,000 are under contract to show minute 
movies. Most of the theaters are of the 
neighborhood class—independents and 
locally owned chains. Few of the bigger 
houses will accept them, a fact which 
has little bearing on the value of films, 
as the middle-class audience is usually 
preferred. 

In a large city it is possible to hand- 
pick the minute movie audience by 
scheduling showings in the neighbor- 
hood sections desired. For the small 
community with one or a few theaters, 
the best or all may be covered. 

2. Low costs is the second largest fac- 
tor. There are certain bank films avail- 
able on a syndicated basis, fees being 
computed on size of average theater 
audience, length of contract and number 
of showings. The average cost is esti- 
mated at $3 per thousand audience. 

3. Effective selling with this type of 
film is no longer a matter of speculation. 
There is a dollar for dollar return on the 
job given over to minute movies. 

To get back to actual records, I. N. 
Knutson, cashier of the Westby-Coon 
Valley State Bank of Coon Valley, Wis- 
consin, states: ‘‘ While we have found it 
somewhat expensive, we do believe it is 
the best method possible of reaching the 
public—both in numbers and in absorp- 
tion of the subject advertised. 

“We know that well prepared film ad- 
vertising cannot escape being seen and 
read by the theater-going public (and 
they constitute a very large percentage 
of present and potential banking pub- 
lic), and, if as stated, such film is well 
prepared it comes nearer to being 100 
per cent effective than any other form of 
advertising.” 

With 13 films run alternately every 
other week for a 6-month period, Mr. 
Knutson ‘estimates that 1,200 people 
were reached each week, or a total of 
12,000 in the period. This figure is more 
than 25 times greater than the commu- 
nity’s 1930 census. It is obvious, there- 
fore, that practically everyone in the 
community saw each film at least once. 

I. Fosshage, cashier of the State Bank 
of Mt. Horeb, Wisconsin, gives another 
slant. “It is pretty hard for us,”’ he says, 
“to say whether any of our new business 
came from the use of films, as we are the 
only bank here. New business might 
come in of its own accord, but we liked 
the service and believe it is as effective 
as anything a country bank can do 
without involving too great a cost.” 
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Just a Minute 


Depositors Prize Safety 


To the Editor: 

Our bank, the only one in this mill 
town in the northern Adirondack region 
of upper New York State, does its busi- 
ness mostly with mill employees and 
neighboring farmers. Local demand for 
our funds is not great. What with a large 
share of our invested funds in short term 
Governments, yielding us little better 
than 1 per cent, we faced the problem of 
continuing to pay 2 per cent on our time 
deposits, which amount roughly to 50 
per cent of our total. 

Most of our time depositors have been 
with us through good times and bad and 
it seemed somewhat unfair to penalize 
our thrifty friends at a time when so much 
emphasis is being placed on spending and 
pump priming. In order to obtain the 
viewpoint of neighboring bankers, we 
arranged a meeting and found there were 
a few who agreed with us that it seemed 
undesirable to continue the 2 per cent 
rate. 

We decided, along with the officers of 
two nearby institutions, to drop to 1% 
per cent. We had a form letter printed 


CROSSWORD 
PUZZLE 


Across— 


. Italian paper money (Two 


and signed by our president expressing 
our reasons for the change. This letter was 
mailed to our five hundred savings ac- 
count depositors. Strange as it may seem, 
we have not yet lost a dollar of deposits. 
We received only six unsolicited answers 
to our form letter. These all stated in 
common that our move was thought to 
be laudable in the light of present condi- 
tions. Some expressed the opinion that, 
although the interest now paid seemed 
small, having funds where they were 
deemed safe more than offset the disad- 
vantage of the % per cent decreased 
return. We have found window comments 
much the same as those we received in 
writing. 

Harry H. TIETENBERG 

Assistant Cashier 

Essex County National Bank 

Willsboro, N. Y. 


Municipal Credit 


WaASHINGTON—The P.W.A. reports 
that up to the first of July only 10.7 per 
cent of the $245,000,000 distributed for 
non-Federal projects under the new Pub- 


By P. J. MARTIN 
Royal Bank of Canada, Montreal 


CHICAGO - 
CINCINNATI: ST. LOUIS - SAN FRANCISCO 


SPECIALISTS IN 


UNITED STATES 
GOVERNMENT 
SECURITIES 


GUARANTEED ISSUES 
FEDERAL LAND BANK 
TERRITORIAL AND 
MUNICIPAL BONDS 


C. J. DEVINE «CO. 


48 WALL STREET, NEW YORK 
HAnover 2-2727 
BOSTON PHILADELPHIA 


Direct Wires to all Offices 


23. Melody 

24. Equality of 
value 

. Put in action 25. Censurable 

26. French coin 

27. Beneficiary 

28. Dissatisfied 


words) 
. Car line 


. Assembly 

. Medium of exchange 

. Vulgar 

. Change by alternation 
. The whole 

. Relieved 


FEDERAL INTERMEDIATE 
* CREDIT BANK * 


CONSOLIDATED DEBENTURES 


Exempt from Federal, State, Municipal 
and Local Taxes 


Authorized by an Act of Congress appreved 
March 4, 1923 As Amended 


. External 
. Ancient city of Italy 
. Pertaining to a metal 


ZZ 


Down— 

1. Aggregation 
2. Recent 

3. Auriculate 
4. Wholly 


| AZ 


5. Canadian prov- 


7. Place of trial 
8. Lunar ray 

11. Thieves 

13. Less sufficient 


The answer will be found on page 78. 
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17. May be worn 

20. Perplexing pre- 
dicament 

21. Peaceful 

22. Title for a lady 

23. Fruit of the 
gourd family 

25. Insect 

26. Prosecute 


31 Nassau Street 


Consolidated debentures are the 
joint and several obligation of 
the twelve Federal Intermediate 
Credit Banks. 

Eligible up to six months’ ma- 
turity for purchase by the Federal 
Reserve Banks and are acceptable 
as collateral security for fifteen 
day loans to member banks of 
the Federal Reserve System. 
Consolidated debentures are legal 
for investment by savings banks 
in the State of New York. 


Eligible as security for all fidu- 
ciary, trust, and public funds held 
under the authority or control 
of officers of the United States. 
These debentures have been ap- 
proved as security for deposits 
of postal savings funds. 

Further information and circulars can 


* be obtained from 


CHARLES R. DUNN 
FISCAL AGENT 
For the Federal Intermediate Credit Banks 
New York City 
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COMMERCIAL 
INVESTMENT 


TRUST 


INCORPORATED 


COMMERCIAL INVESTMENT 
Trust Incorporated, with 
capital and surplus in excess 
of $67,000,000, provides a 
nation-wide sales finance ser- 
vice through subsidiary com- 
panies with a network of 
branch offices throughout the 
United States. This service, 
which consists of purchasing 
self-liquidating accounts, ex- 
tends to automobile dealers, 
household appliance dealers, 
and to manufacturers and 
dealers in many lines of indus- 
trial, commercial and profes- 
sional equipment, including 
the heavy goods industries. 


C. I. T. offers its stand- 
ard notes for short term 
accommodation in varying 
amounts from $1,000 to 
$100,000, in maturities from 
60 to 270 days and at cur- 
rent discount rates. These 
notes are payable at any of 
our 225 depositary banks 
located in principal cities 
throughout the country. 


Latest published financial 
statement and list of depositary 
banks willbe mailed uponrequest. 


ADDRESS 


Treasurer, 
Commercial Investment 
Trust Incorporated 


1 Park Ave., New York, N.Y. 


lic Works program has gone for loans, | 
| although the Administration can lend 
| up to 55 per cent of the total cost of an | 
| undertaking. In other words, the muni- 
| cipalities concerned are doing their | 
| borrowing direct from the public, very | 
| largely from banks. | 
| Municipal credit has so far improved | 
| in the past three years that, of the 
| $609,517,911 of securities taken over 
| from the P.W.A. by the R.F.C., the 
| latter up to the first of June had dis- 
| posed of $414,254,258 at a premium of 
| $12,323,157. It is rapidly disposing of 


the balance, practically always at a 
premium. At the beginning of June the 
Corporation had also agreed to pur- 
chase $81,676,867 of similar P.W.A. 
securities. Under present conditions the 
municipalities are able to effect con- 
siderable savings by dealing with in- 
vestors direct. 


* 


Taxes under the Social Security Act 
collected during the fiscal year 1938 
amounted to $604,448,645; those under 
the unemployment insurance law, 
$762,832,514. Taxes on railways and 
their employees under the railway re- 
tirement system amounted to $150,- 
131,981. 


* 


Conservation 


To the Editor: 

I think that your readers might be in- 
terested in the results of the soil conserva- 
tion project recently undertaken in Ver- 
mont. This type of work, of course, is of 
direct interest to bankers and has been 
fostered in every way by the Agricultural 
Commission of the American Bankers 
Association. 

In 1930, the owner of the Albert B. 
Edwards farm, on the bank of the Wi- 
nooski River near Burlington, had secured 

(CONTINUED ON PAGE 12) 


Total compensation of employees re- 

ceived from industry and the Govern- 

ment in recent years. The payments by 

the Government have increased 51.6 

per cent. This chart is reproduced from 

the bulletin of the National City Bank 
of New York 
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Thousands of policyholders 
know that Employers Mutual 
is a trustworthy aid in reducing 
Insurance costs. Writing Work- 
men's Compensation, Public 
Liability, Automobile and al- 
lied forms of Insurance, this 
strong, reputable Company is 
saving its policyholders mil- 
lions of dollars yearly. Your 
strictest investigation is urged. 


EMPLOYERS MUTUAL 
LIABILITY INSURANCE CO. 
HOME OFFICE: WAUSAU, WIS. 


Branch offices in the principal 
cities of the Middle West. Con- 
sult your Telephone Directory 


Serving the 


Business that 


Builds Baltimore 
SINCE 1894 


MARYLAND 
TRUST COMPANY 
BALTIMORE 


Member of the Federal Reserve 
System and of the Federal Deposit 


Insurance Corporation 
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HIDDEN TREASURE 


Nearly every business has its wealth of are hidden. Wherever they are, May 
hidden treasure . . . . buried through engineers .... thoroughly trained in all 
inefficient management, inadequate phases of modern business... . can by 
production methods, high costs, poorly a searching and impartial analysis bring 


conceived advertising and sales pro- to light hidden possibilities for greater 


cedures, or any other operation.... profit. 


and only by an expert search can this 


treasure of increased earnings be found. No matter what your problem, it will pay 

you to consult the nearest George S. 
That is the function of the George S. May office. A consultation will not obli- 
May organization ....to uncover the gate you in any way and may prove of 


places where these potential earnings great value. 


BRE 


GEORGE S. MAY COMPANY 


CHICAGO SEATTLE ATLANTA NEW YORK 
2600 North Shore Ave 710 Second Avenue 134 Peachtree St 122 East 42nd St 


CANADA: George S. May, Ltd., 320 Bay St., Toronto 
OFFICES. 1S: OT WER: FPRINCIPAL CUTIES 
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The ARITHMETIC 
back of the PARTICIPATING policy 


Insurance companies (like other businesses) depend for 
their soundness and success on seeing that expenditures are 
less than income. 

The rates which a company must charge are determined in 
part by its losses. Therefore, you participate in the loss experi- 
ence of the insurance companies which you patronize. 

The real question is: Do you participate also in their avoid- 
ance of losses? 

When mutual fire insurance companies created the first 
. PARTICIPATING POLICY, over a century ago, this desire to share 
the benefits as well as the damages was the theory behind it. 
Since then, it has proved its soundness from generation to 
generation. Naturally, it has won public confidence to a high 
degree. 

In the case of Improved Risk Mutuals the rest of the story 
is simple: Careful selection of risks; careful inspection and 
improvement of risks thereafter; prompt and fair adjustment 
of losses; twenty-five per cent return to policyholders in each 
of the 17 years of the Group’s existence! 


IMPROVED RISK MUTUALS 


60 JOHN STREET, NEW YORK 


A nation-wide organization of old established, 

standard reserve companies writing the follow- 

ing types of insurance: Fire e Sprinkler Leakage 

e Use and Occupancy e Tornado and Windstorm 

Earthquake Rents e« Commissions and 

Profits « Riot and Civil Commotion e« Inland 
Marine 


(CONTINUED FROM PAGE 10) 


a mortgage for $3,450. The mortgage was 
held by a bank. After the 1927 flood, which 
did $13,000,000 worth of damage in the 
Winooski Valley, a huge chute was left 
by the river where it had cut through the 
valuable bottomland on the farm. 

In 1932, Mr. Edwards applied to the 
Federal Land Bank for an additional loan, 
part of which was to be used to build a 
concrete wall at the river end of the chute 
to prevent damage in subsequent floods, 
He was refused on the grounds that a flood 
was apt to render such river bottomland 
worthless at any time. However, he 
managed to finance the building of the 
wall without the aid of the bank. 

In the 1936 flood, the ice and water 
tore out the concrete wall, which had been 
built without engineering advice. The 
original chute was cut further back 
through Edwards’ bottomland and threat- 
ened to reach as far as a town school and 
undermine it. Towards the end of 1936 
the Soil Conservation Service started a 
71,000-acre demonstration of soil and 
water conservation practices on the 
Winooski. Mr Edwards’ farm was in- 
cluded in the area. By February 1937, 
simple and inexpensive river bank work 
which the Service recommended had 
progressed far enough so that Mr. Ed- 
wards found a buyer for his farm for the 
first time since he had put it on sale in 
1930. 

Joseph Ray, the new owner of the farm, 
assumed the original mortgage of $3,450 
and gave Mr. Edwards an additional 
$7,000 mortgage on the purchase. 

Although there were no floods in 1937 


or 1938, high water and destructive ice - 


action gave the new barricades a real test 
which they stood without any damage 
whatsoever, either to themselves or to 
the fields they protected. 
Levi P. Situ, President 
The Burlington Savings Bank 
Burlington, Vermont 


(Mr. Smith is member for New England 
of the Agricultural Commission A.B.A.) 


U. S. Real Estate 


WasHINGTON—Eighteen months or 
so ago, in testimony before a congres- 
sional committee, officers of the H.O.L.C. 
estimated that by June 30 of this year 
the Corporation would own, as a result 
of foreclosures, around 90,000 dwellings 
valued at approximately $600,000,000. 
As of May 31 the figures were approxi- 
mately 83,000 homes with an appraised 
value of $510,432,778. The rate of fore- 
closures has been decreasing in the past 
year and, with any reasonable improve- 
ment in business conditions, it will de- 
crease much more rapidly from this 
time on. In other words, the business of 
the Corporation is gradually settling 
down to dealing with the borrowers who 
can and will eventually pay out. 


BANKING 


3 


a 
Ms 
= 
42 a 
<a 
“wy 
Se 
T 
Ba 
st} 
Re 
m 
gr 
re 
ge 
in 
hi 
a 
H 
I 
he 
ol 
I 
RB 
a 
t 
| 
l 
RISE 
CEs | 
| 
> 
12 


Was 
which 
in the 
as left 
zh the 


to the 
loan, 
uild a 
chute 
loods, 
flood 
mland 
r, he 
f the 


water 
| been 

The 
back 
1reat- 
and 
1936 
ted a 

and 

the 
iS in- 
1937, 
work 
had 
, Ed- 
r the 
le in 


farm, 
3,450 


ional 


1937 
e ice 
test 
mage 
to 


3ank 


land 
1.) 


KS = 


FROM ASSOCIATED NEWSPAPERS 
“What did I tell you about having visi- 
tors during working hours?” 


See Page 70 


To the Editor: 

When I received a recent issue of 
BANKING I noticed an article in paragraph 
style entitled ‘Just Between Us” by 
Roscoe Macy, which interested me very 
much. I have known Roscoe Macy for a 
great many years and I have the highest 
regard and esteem both for him as a fine 
gentleman and as an able writer. For years 
intermittently when he found time during 
his banking work he used to submit 
articles to the Northwestern Banker here. 
He became widely known throughout 
Iowa as a humorous writer. At one time 
he was identified with the editorial staff 
of the Des Moines Register, which is 
lowa’s largest newspaper. 

I also noticed the previous article in 
BANKING by him a month or so ago. If 
the contributions are to be regular in 
BANKING, this is to say that he will have 


Uf 


a lot of readers in Iowa and throughout 
the Central West, I am sure, who have 
become previously familiar with the de- 
lightful way in which he says things. 
FRANK WARNER 
Secretary 
Iowa Bankers Association 
Des Moines, lowa 


Self-Control 


WASHINGTON—Railway and financial 
experts regard the action of the Inter- 
state Commerce Commission in grant- 
ing railways permission to increase pas- 
senger fare rates as of less importance 
in the matter of an increase in revenue, 
which in fact may not materialize, than 
in the fact that the Commission, by its 
action, has turned back to railway man- 
agement the power to arrange rates to 
meet the needs of particular roads or 
groups. Railway people believe that if 
they are allowed to operate the roads 
according to their special needs they can 
get favorable results. 
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Send it to the 
Bookkeeper hy 


LAMSON 
TUBES 


> 


SS 


No teller can be expected to remember all accounts. He needs the 
help of Lamson Tubes to bring the bookkeeper right to his elbow. 
Lamson Tubes enable the bookkeeper as well as the teller to check 
the amount, signature and date. Mistakes are caught before the 
money is paid out. 


In a flash—faster than the teller can 

count the money a second time— 
Lamson Tubes whisk questionable checks 

to the bookkeepers for a double-check before 
cashing. 


Lamson Pneumatic Tubes are inexpensive—there’s one cost only; 
you buy them outright. Learn their many uses in various departments 


of the bank. MAIL THE COUPON for a free copy of our pneumatic 
tube booklet, “Wings of Business”. 


LAMSON 
PHREUMATIC TUBES 


Put Your Bookkeeper at Your Tellers Elbow 


THE LAMSON CO., INC., Syracuse, N. Y. 


Send me a Free copy of your Pneumatic Tube book, “Wings of Busi- 
ness. 


check S=f4 | 
| and be SURE! A) 
| i 
|, | 
salt 
ings 
000. 
OxI- 
ised 
ve- 
de- | | | 
this | 
NG 18 


PLAN 


@ Here is a truly modern system of 
statewide banking service . . . co-ordi- 
nated and streamlined to meet the Wis- 
consin needs of national corporations 
(as well as banks). Based on the fact 
that over 85 per cent of all Wisconsin 
banks are First Wisconsin correspon- 
dents, the unique C-R-S Plan assures 
efficient handling of Wisconsin funds 
. stabilized balances . . . simplified 
audit control of Wisconsin accounts 
. and prompt, economical collection 
of Wisconsin items... without disturb- 
ing established banking connections. 
Business executives and bank officials 
are invited to write 
for further details. 


Member of Federal 
Deposit Insurance Corp. 


FIRST WISCONSIN 


Washington, D.C. 


— effect the recent changes in 


loan and investment classifications 
will have upon the volume of outstand- 
ing bank credit is one of those things 
which time only can demonstrate. In 


| actual effect upon every-day transac- 


tions the changes in the regulations are 
much less radical than widely publicized 
reports would indicate. 

These reports are based on the theory 
that the banks have been refusing credit 
of this class and that under the new 
regulations they no longer have any 
reason to hesitate to grant it. However, 
the increase in loans to business in the 
latter part of 1936 and during 1937 was 
predominantly in small loans to small 
businesses. This is demonstrated by a 
comparison of the proportionate in- 
crease in outstanding loans in the sev- 
eral classes of banks during last year. 
Outstanding loans in all insured banks 
increased during the year by 4.9 per 
cent. The rates of increase were: mem- 
ber banks as a whole, 4.5 per cent; na- 
tional banks, 4 per cent; state member 
banks, 1.2 per cent;-non-member in- 
sured banks, 7 per cent. Of the Reserve 
member banks there was a loss in the 
volume of loans outstanding in central 


| Reserve city banks of 4 per cent due to 


the drop in loans to brokers and on 


| securities; an increase of 8.5 per cent in 


Reserve city banks and an increase of 9 
per cent in country banks. Identical in- 
sured banks not in the Reserve System 
showed an increase of 9.8 per cent dur- 
ing the year. Insured banks not mem- 
bers of the Reserve System, as a class, 
showed a better record and indicated 
the trend more clearly. The increase in 
outstanding loans in banks of $100,000 
deposits and under was 14.9 per cent; in 
the $100,000 to $250,000 class, 16.5 per 
cent; in the $250,000 to $500,000 class 
by 16.2 per cent; $500,000 to $1,000,000, 
14.8 per cent; $1,000,000 to $2,000,000, 
11.2 per cent; $2,000,000 to $5,000,000, 
6.4 per cent; $5,000,000 to $10,000,000, 
3.4 per cent; and in the largest class, 


| 6.9 per cent. 


SMALL BANKS ALREADY ACTIVE 


~ | IN other words, the chief increase in 


loans during the year was in the small 
and medium sized banks, and these 
banks do not make large loans to large 
businesses. The financing of small busi- 
ness concerns is their life blood. They 
are precisely the class of banks which 
are expected to augment their loans 
under the new system. The facts of the 
matter are that they have long been 


Possible Credit Expansion 


making these loans and new classifica. 
tion are not likely, in themselves, to in- 
crease the volume materially. 

Light on this subject is shed by the 
instructions under which examiners jn 
the F.D.I.C. have been acting. The 
Corporation has instructed its examin- 
ers that they are “not to criticize an 
individual loan on the basis of the time 
of its probable repayment but solely on 
the basis of the probable ability of the 
debtor to keep his obligations current 
and sound.” That, in fact, is the gist of 
the new regulation now applying to all 
banks in the country. It seems probable 
that the new regulation will result in 
more liberal loan policies in some na- 
tional and member banks which have 
been more closely restricted or more 
uncertain of their position under the 
old Controller and Reserve regulations. 
But that it will result in any material 
change in the loan policies of the 
larger banking institutions or result in 
any great expansion in credit seems 
unlikely. 


LOCAL BOND ISSUES 


A SIMILAR situation exists with re- 
spect to local bond issues. Under the 
new regulation national and member 
banks may invest in such issues so long 
as they are intrinsically sound, do not 
exceed the limit of loans to any one 
borrower, are limited to a maturity of 
ten years and are amortized. This has 
already been the policy of the F.D.LC. 
with respect to banks coming under its 
jurisdiction. All things considered, indi- 
cations are that the chief effect of the 
new regulations in credit expansion will 
come through these comparatively small 
local issues of from $100,000 to a million 
dollars. There is a recognized need of 
new capital of this class whose supply 
even to the soundest of enterprises has 
been restricted by the operation of 
the Securities Exchange Act. Under 
the new regulation it will be practicable 
for a group of banks within a city or 
district to undertake financing of con- 
siderable size which, as loans or other- 
wise, has been difficult if not impossible 
so long as the S.E.C. Act applied. 

The general effect of the new regula- 
tions is undoubtedly toward more lib- 
eral credit policies and will doubtless 
facilitate credit when once the demand 
for it is renewed, but credit expansion 
really depends upon this increased de- 
mand rather than upon credit machin- 
ery or credit policy. 

—G. E. A. 
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Government 
Finance 


Washington, D.C. 

ROM a banking standpoint the 

Treasury’s decision to segregate 
R.F.C. financing from its own is chiefly 
important in its influence on interest | 
rates carried by the Government’s obli- | 
gations. In practical effect the $720,- | 
000,000 or so of R.F.C. debentures to be | 
put out during the current fiscal year, | 
of which $200,000,000 in three-year | 
securities has already been issued, will | 
take the place of an equivalent amount | 
of direct Government issues. 

From the Treasury standpoint the | 
new plan has the merit of decreasing the | 
present and future public debt of the 
United States by well towards a billion 
dollars. Coupled with the expenditure of 
the sterilized gold fund for current pur- 
poses the result will be to place the pub- 
lic debt at least two billion dollars below 
what it would have been had the new 
plan not been adopted. 

In the matter of actual present and 
future obligations, however, the posi- 
tion of the Treasury has not been 
changed. Against approximately $720,- 
000,000 of its own outstanding debt the 
Treasury holds or has held a correspond- 
ing amount of R.F.C. debentures. As 
the R.F.C. redeems these debentures by | 
the sale of corresponding securities to 
the public, this portion of the public 
debt can be retired or, rather, the pro- | 
ceeds will go for current deficit expendi- 
tures and thus hold down the mounting 
debt to that extent. In a similar way | 
against approximately $1,400,000,000 of | 
its outstanding bills the Treasury has | 
held impounded gold. By releasing the 
gold to the Reserve banks—over half of | 
which has already been disbursed—the | 
Treasury retires a corresponding amount | 
of its own obligations or holds down the 
rising debt by the same amount. 

The Treasury has been criticized for 
the adoption of this new policy on the | 
ground that it tends to obscure the ac- | 
tual debt position of the Government. | 
As a matter of fact the new policy tends | 
to clarify the debt situation since it seg- | 
regates actual direct Government obli- | 
gations incurred on its own account | 
from those incurred for Government | 
agencies whose own obligations were in 
turn an offsetting asset in the Treasury. 
It seems a clearer exposition of the 
actual situation if the outstanding obli- 
gations of the R.F.C., the Commodity 
Credit Corporation and similar agencies 
should be held by the public rather than 


by the Government.—G. E. A. 
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is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC. 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC, CHEVROLET automobiles; 
PRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 

and heating equip- 
ment; GMC trucks; \A 
BEDFORD, VAUX- 
HALL, OPEL, BLITZ— 


foreign made automotive vehicles. 

The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom: 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 
and institutions, in 


rORS convenient maturities 


INSTALMENT 
PLAN 


and denominations at 
current discount rates. 


These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK - BRANCHES IN PRINCIPAL CITIES 


you know 


of any other insur- 
ance company with 
a surplus three times 


as large as its total 


liabilities ... mine 
times as large as its 
net policy liabilities? 


THE MORRIS PLAN 
INSURANCE SOCIETY 


Insurance for the Banker 
on the Life of the Borrower 


420 Lexington Ave., New York 


mailed 
on request 


The Factor speaks: 


Modern business is 
becoming more and 
more a matter of 
credit. It is aston- 
ishing how huge is 
thecredit load which 
American business 
now carries within 
itself, enabling it to 
overcome the in- 
ertia of time and 
place. Authoritative reports estimate the 


J. FREDERICK TALCOTT 


' total of Accounts Receivable on the books 


of this country’s manufacturers and whole- 
sale and retail merchants during the year 
1937, at no less than ten billions of dollars. 
Taking into consideration a limited propor- 
tion of possible duplications, the sum is, 
from any viewpoint, impressive. So ponder- 
ous a mass of temporary frozen assets, how- 


* ever, must have a retarding effect. Many in- 
_ dustries and trades are learning to speed up 
' their capital turnover and increase their 


sales volume with the aid of a responsible 


’ Factor. The modern factoring organization 
» achieves these results by the purchase of 


the client’s Accounts Receivable, absorbing 
credit losses and assuring greater stability 
without interfering with present manage- 
ment or control. 


FACTOR” on request. 


James Talcott, Inc. 


225 Fourth Ave. New York City 
1854 1938 
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OVERNIGHT 


TRANSIT SERVICE 
to 56 


New York State Cities 


FOR fast presentation of cash items in New York State, 
investigate the Marine’s Night Transit Service. 


With very few exceptions, items reaching the Marine 
prior to 1:00 A.M. E.S.T. are presented for payment 


on the succeeding business day in 56 New York State 
cities. 


Such fast service is possible because of the Marine’s 
network of correspondents throughout the state and 
its strategic location in the nation’s greatest market. 
Arrangements with correspondents in other parts of 
the United States assure speedy handling of cash items 
from coast to coast. 


Write for a copy of the latest night transit schedule. 


MARINE TRUST 


COMPANY OF BUFFALO 
A Marine Midland Bank 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


The Monopoly 


Washington, D. C. 

iy may be accepted as a matter of 

course that, when the joint Adminis- 
tration-Congressional committee to in- 
vestigate monopolies makes its report to 
Congress next Winter, bank holding 
companies will come in for due consider- 
ation and eventual control or elimina- 
tion, probably along the lines of the 
Glass bill dealing with the subject. It 
is already evident, however, that the 
commercial bank phase will be a com- 
paratively minor matter. The tentative 
program offered by the committee 
points more to investment banking as a 
subject of special investigation, while 
both the holding company phase and 
that of investment banking are to be a 
part of a much broader investigation of 
credit and finance in general. 

Considering the importance of finance 
and its bearing upon general industrial 
and business conditions, there seems to 
be no reason why this should occasion 
any surprise. The significant feature of 
the proposals with respect to investment 
finance, which are expected to be con- 
firmed during the coming month, is that 
they include an investigation into life 
insurance company investments, in- 
vestment trusts and holding companies 
in general. The object of the committee 
seems to be not so much to discover a 
monopoly in credit, which seems impos- 
sible, but to locate the use of credit to 
effect monopolies in other lines. 


OTHER CONSIDERATIONS 


THERE are a number of collateral con- 
siderations affecting the work of the 
committee. Charges that the railways 
are controlled by New York banks have 
been freely made in Congress during the 
past year. Too great centralization of 
credit facilities for large operations in 
the New York money market is another 
indictment of the present system. Still 
another is the difficulty of financing 
small business concerns through current 
credit facilities. This branch of the gen- 
eral investigation is to be entrusted in 
the first place to the S.E.C., which al- 
ready has in its files abundant informa- 
tion as to corporate structures and the 
origin of the funds by which they are 
operated, and all phases of the interplay 
of capital and industrial operations. 
Undoubtedly one of the chief objects 
of this phase of the investigation will be 
to strengthen local and regional facili- 
ties for capital credit operations. This 
general object fits in with efforts of bank 
supervisory authorities to facilitate 
| capital financing for local industrial and 
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Investigation 


other business enterprises by permitting 
banks to purchase and hold at cost 
securities issued for the purpose. 

Present efforts of the investigating 
committee are directed to the gathering 
of data for later use, especially in con- 
nection with the public hearings which 
probably will not be commenced before 
Autumn. 

In this gathering of information 
six Federal departments or agencies 
will be engaged. The S.E.C., as above 
indicated, will look into the matter of 
finance. The Department of Justice will 
continue its work of securing informa- 
tion with respect to industrial combina- 
tions, price policies and charges of collu- 
sion and price fixing. 


MANY INQUIRIES 


THE Federal Trade Commission will 
continue its investigation of production 
and distribution, while the Treasury 
Department will complete its informa- 
tion files with respect to possible collu- 
sion in Government contracts, espe- 
cially in the heavy goods industries such 
as steel, rubber and cement. It will also 
investigate the operation of anti-monop- 
oly laws both in the United States and 
Europe. 

The Labor Department will inves- 
tigate the effect of monopolistic prac- 
tices on labor, unemployment and 
living conditions. The Department of 
Commerce will continue studies already 
in hand bearing upon the influence of 
size in industry, cartels in other coun- 
tries, and the like. It will also continue 
its analysis of considerable information 
secured in connection with the opera- 
tions of the N.R.A. and data gathered 
recently by the Census Bureau. 

Senator O’Mahoney of Wyoming, au- 
thor of the resolution providing for the 
investigation and chairman of the in- 
vestigating committee, insists that the 
work of the latter is to be in no way 
punitive. 

So far as the connection of banks with 
industrial financing is concerned the 
work of the committee promises to be 
distinctly constructive. In the matter of 
bank holding companies the policy of 
the committee seems also to be construc- 
tive rather than otherwise. Out of the 
investigation may and probably will 
come legislation which will clear the at- 
mosphere in many lines of business and 
place industry and finance upon a better 
foundation than they have had in many 
years. 


GEORGE E. ANDERSON 


August 1938 


Insurance 1s Protection 


...and Service 


ERTAINLY insurance is protection, 
but you won't get efficient and econom- 
ical protection without the expert service 
of a man whose business it is to see your 


business from the insurance angle. 


It’s no job for the amateur. The insurance 
specialist sees risks the other fellow 
might not think of and economies you'd 
never guess. He acts as your purchasing 
agent, and when loss occurs he presents 
your claim. 


Insurance that minimizes the agent's 
service may lessen your protection, in- 
crease your costs. Insurance is dollar pro- 
tection—see that it is bought wisely. 


Why not let an experienced agent or 
broker take a look at your business from 
an insurance point of view? Like a check- 
up by your family doctor, it can do no 


harm—may save your business life. 


NATIONAL SURETY CORPORATION 


VINCENT CULLEN, President 
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Making His ‘Work 


COSTS 


ACCIDENTS 


SAFER Lowered OUR Costs 


American Mutual’s experience in assisting industrial 
firms in safety practice includes many cases where 
policyholder operating costs have been materially re- 
duced because accident hazards have been eliminated. 

Safety planned by American Mutual tends not 
only to reduce the cost of workmen’s compensation 
insurance but to make plant operations more effi- 
cient. Frequently, planned safety discovers an easier 
method of handling the job; frequently, preventing 
accidents from interrupting the flow of work improves 
the rate and quality of production. Elimination of 
spoiled work and other indirect accident losses also 
contributes to savings. 

Sane safety planning is only one of three ways 
American Mutual assists its policyholders to become 


the low cost producers in their industries; other ways 
are the cost reducing claim and medical service pro- 
vided with compensation insurance and the dividends 
of 20% or more of premiums paid on every policy for 
fifty years. 

We invite whoever is in a position to advise busi- 
ness firms regarding liability insurance, to write for 
our latest financial statement and investment account. 


Savings of 20% or more have been made 
on Workmen’s Compensation, Fidelity 
Bonds, and almost every other line of 
liability insurance. On Fire Insurance, 
written by our associate, Allied Ameri- 
Surplus to Policybolders: can Mutual Fire Insurance Co., even 

$5,423,393.76 greater savings have been regularly 

As of Dec. 31, 1937 made. 


Mutual 


Admitted Assets: 
$34,866,615.84 
Liabilities: 
$29, 443,222.08 


America’s Oldest Insurance Company 


AMERICAN MUTUAL 


LIAS 
142 Berkeley Street, 


C.OMPANY 


Boston, Mass. 
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The Next Generation of Savers 


By ALBERT W. ATWOOD 


Mr. ATwoon, a well known commentator on economics and 
national affairs, is a regular writer for BANKING. 


bank in one of the most ancient of our seaport towns, 

and asked the vice-president a question. Despite its 
age and the changes in shipping and commercial currents the 
little city, because of a diversity of interests, remains a 
thriving center of no mean stability and standing. The bank 
officer himself had been there for 40 years and the bank for a 
much longer time. 

“Are people as savings minded as they used to be?” I 
asked. “‘ What changes in that respect have you noted in all 
these years?” 

“T would have to think that one over pretty carefully,” 
he replied. “The people who have pride are more deter- 
mined than ever to be independent. They are the strong 
people, but the other class becomes more dependent on re- 
lief and Government help of various kinds all the time. The 
shiftless crowd just naturally took to relief. 

“Yes, I suppose the savings bank is holding its own, and 
will still be with us for a long time to come, despite all the 
new competition. Probably the number of accounts hasn’t 
increased very much in the last few years, but apparently it 
hasn’t decreased much either. But let’s look ahead. How 
about the younger generation? Where is the next generation 
of savers to come from? That’s the real problem. 

“Of course, there are exceptions—young men who are 
intensely ambitious and thrifty. Then, too, while many 
start saving later than formerly, they try to make up for it 
after they are married. But this is an age of excitements and 
high pressure instalment selling. Besides, and I come back 
to this point, relief is having an adverse effect upon the 
morale of our people. I find that many young people want 
Government jobs, even if they don’t actually go on relief. 

“This is a small place and we know almost everybody. All 
classes of people bring their troubles in here and they take 
up a lot of our time. Or, if they don’t tell us everything, we 
can find out a great deal from their checks. 

“TI know of one case—a young man who has property 
and a considerable income. His wife also has property. He 
had hardly ever done any work, and yet when unemploy- 
ment insurance went into effect he actually tried to get in on 
that. There was another case of a man who was on relief for 
awhile, although he actually had $6,000 on deposit in this 
bank and $8,000 in another. All we have to do is to watch 


A ank at random I wandered into a picturesque old 
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checks being deposited or cashed to realize that there are 
many unworthy cases. 

“But that’s not the whole of it. We know a lot more than 
that. We know of the cases where accounts are transferred 
to conceal ownership. We know of women shifting their 
accounts to their maiden names, or of parents transferring 
them to children to divest themselves of property so that 
someone can get on relief. Anything to prevent the author- 
ities from tracing the account.” 

The writer is well aware that relief is a highly controver- 
sial subject. For one thing, the observations of this one 
banker may be far from typical. They were confirmed in 
part by one or two other bankers in the same general locality, 
but I make no pretenses of having conducted an extensive 
survey of the subject. Furthermore, one’s attitude toward 
the vast and growing mechanism and process of relief too 
often depends upon an ingrained political slant. 

To one school of thought, relief and other Government 
activities which most of us associate with it, constitute the 
greatest forward step ever taken in the interests of human 
decency and security. To another school of thought, the 
whole thing is a gigantic political racket. To find the truth 
between these bitterly opposing and partisan attitudes is 
a most difficult and unhappy task. 

But frankly, it must give the banker, who believes in the 
promotion of thrift, serious pause when he stops to realize 
what a huge number of people have become dependent, 
directly or indirectly, on checks from the United States 
Treasury. One estimate is that the total of such check re- 
ceivers in the next six months will approach thirteen 
millions. 

At the recent University of Virginia Institute of Public 
Affairs, Rabbi Morris S. Lazaron of Baltimore, after paying 
his respects in no uncertain terms to blind standpatters, 
went on to say that “something has happened to the 
morale of the people. I believe that the vast majority want 
to work. But there is too widespread and eager anxiety to 
take from the public trough. There have not been sufficient 
checks upon relief expenditures. Politics has crept in. 
Premiums have been paid to chicanery, laziness and selfish- 
ness.” 

But what has all this to do with banking? The answer is 
almost too obvious to put down in words. For every time 
the banker develops a new savings account he is not only 
helping the depositor and the community, but he is doing his 
bit to fight off the very same corroding influences in Amer- 
ican life to which reference has just been made. 
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Where to Look for Profits 


By PAUL S. CHALFANT 


The author, who is vice-president of the Purse Company, in 
charge of its Los Angeles office, points out here the possibili- 
ties of trust department earnings for the future. 


E officers in any banking institution have facilities for 
comparing their operating results with the averages com- 
piled by the Comptroller. In forecasting earnings, it is 

relatively easy to study community conditions, government- 
al trends and general conditions. If the local situation follows 
the national averages, it is then easy to study probate rec- 
ords and forecast a local market for trust services. 


Chart B 


PERCENTAGE OF TOTAL GROSS EARNED BY 
INTEREST AND DISCOUNT 


1930 1931 1932 1933 1934 1935 1936 1937 


A series of five small charts, drawn from the Comptroller’s 
report for the year ending June 30, 1937, is shown on these 
pages. Chart A traces gross earnings of national banks since 
1930, a decline from $1,385,000,000 to $847,197,000. This is 
of less importance than a study of the departmental sources 
of the total. Chart B illustrates the trend of earnings from 
interest and discount. It would appear that the invasion of 
this field by Government lending agencies has wrought quite 
as great havoc since 1933 as did the depression prior to that 
date. The fundamental difference, of which every banker is 
well aware, is that the depression before 1932 was not 
financed with Government-supplied capital through agencies 
holding long time charters. Interest income has dropped 
from 65.23 per cent of total gross in 1930 to 42.11 per cent in 
1937, a shrinkage of about 34 per cent. 

“But national banks showed a better percentage of their 
gross for net in 1937 than in 1929-1930,” a banker may pro- 
test. This is true, at least temporarily. And why shouldn’t 
they? Under Regulation Q, the price paid for deposits, the 
raw material of credit, has been cut in half, while it has been 
shown above that sales are off but one-third. 

Turn to three other sources of bank income from services. 
Charges on deposits (chart C) were reported first by the 
Comptroller for 1933 and have increased from 1.59 per cent 
of gross to 3.46 per cent. There was a sharp rise during the 
first two years, but the curve is leveling off. The same is true 
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of a gross of 2.73 per cent earned from collection charges, 
commissions, fees, etc., as shown in chart D. Bankers differ 
a little as to where the ceiling for such charges may be, but 
are unanimous in agreeing that it is being approached 
rapidly. 

The trend of earnings in the trust department is shown in 
chart E. This is not exactly parallel to the others because its 
earnings come from the 1,551 active trust departments 
rather than from all 5,299 national banks. On the other hand, 
the 1,913 banks holding trust powers have 86.38 per cent of 
all national bank resources. And 70 per cent of the trust 
earnings are reported by just 69 banks with deposits in excess 
of $50,000,000. As yet the smaller trust departments are not 
developing their pro-rata share of trust gross earnings. 

Contrasting trust earnings of 3.99 per cent of total gross 
with present income from service charges, it is apparent that 
every ounce of man-power in all banks has been used in edu- 
cating the public to an acceptance of service charges as 
mutually fair and equitable. The results have demonstrated 
that a bank’s staff can and will do everything it is shown 
how to do. Trust departments have generally played a lone 
hand in the solicitation of business, yet their present earn- 
ings are greater than those derived from service charges on 
deposits. 

Recent articles in BANKING have shown that trust depart- 
ments in larger cities are probating less than 20 per cent of 
the estates of people of means. The percentage is lower in 


Chart C 


PERCENTAGE OF TOTAL GROSS EARNED BY 
SERVICE CHARGES 


1930 1931 1932-1933 1934 1935 1936 1937 


smaller cities. It cannot be assumed that corporate executors 
are named in any greater number of the wills of living adults 
whose estates will be probated during the next 10 years; nor 
that they are managers of 20 per cent of their potential mar- 
ket for voluntary trusts. 

Whereas customers cannot be forced to borrow, and pres- 
ent service charges are represented as being on a cost-plus- 
reasonable-profit basis, it is obvious that the trust depart- 
ment is farther from the saturation point for additional 
profits than any other banking department which can be 
influenced by merchandising and management policies. 

Despite a virtual cessation of new business activity on 
behalf of trust departments until about a year ago, gross 
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CHART A 


TOTAL GROSS INCOME, 5000 NATIONAL BANKS 


All fiqures from the 1937, 7S*Annual Report 
of the Comptroller of the Currency 


1930 | 1931 | 1932 


Dollars in Thousands 
$ 1,400,000 
1,300,000 
200,000 
1,100,000 
1,000,000 
900,000 


800,000 
700,000 


1,385,608 


earnings have mounted steadily. Has a bewildered investing 
public sought a “better ’ole” when in distress? If this is the 
answer, it is an expression of greater confidence than some 
bank managements have evinced while keeping the trust 
light “under a bushel.” 

It is not to be expected that trust earnings ever will equal 
interest on loans, although if both continue in the direction 
they have been going for the past 5 years, they may some day 
be close together in many banks. Trust earnings are of spe- 
cial importance because no additional capital is required to 


Chart D 


PERCENTAGE OF TOTAL GROSS EARNED BY 
COLLECTION CHARGES, COMMISSIONS, FEES 


conduct a trust department. Trust net profits may be con- 
sidered to be clear gain for stockholders. 

In contrast with interest rates, trust fees today are as high 
or higher than at any time in the past. The fees are based on 
fair compensation for service rendered. Another important 
consideration for those who would like to determine now to 
make a substantial portion of their bank’s profits from 
the trust department is the fact that there is as yet neither 
Federal nor state competition in this field. Individual pro- 
bate procedure is a right which remains to the states. And 
insofar as a bank confines its solicitation of new trust busi- 
ness to its own best commercial customers, it has no local 
competition. 
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It has been demonstrated that trust prospects respond to 
patient and persistent education. Banks point to substantial 
executor fees this year on business which was sold several 
years ago. 

One bank recently closed a $600,000 voluntary trust with 
a lady who had been on the mailing list and receiving lit- 
erature monthly for 14 years. 

The president of a medium-sized bank recently told me an 
interesting story. He had been urging his staff to make an 
effort to sell safe deposit boxes, but without avail. Then he 
did what any good sales manager would do under similar 
circumstances. He showed the staff how to do it. He told me 
with great pride that in one week he had stepped out into the 
lobby, taken prospects by the arm and led them down to the 
vault, selling seven boxes, each at more than $5 annual 
rental. His executive vice-president followed suit and in a 
few days sold 3 more. 

It had not occurred to this president that he could just as 
easily have ordered the elevator up instead of down and in- 
troduced his prospects to the trust officer; or that securities 
placed in one of those safe deposit boxes might have yielded 
$100 a year in a voluntary trust, or $1,000 should the bank 
serve as executor under the customer’s will after a period of 
a few years. 
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The public career of Virginia’s senior Senator, prominently 
identified with banking legislation, may be conveniently taken 
to illustrate the comparatively short time in which sweeping and 
fundamental national changes have occurred. MR. ANDERSON, 
who here writes about some events in which Mr. Giass has 
participated, is a Washington commentator. 


ACK in 1935, some time before the introduction of the 

B completed bill which finally became the Banking Act 

of that year, the writer of this article was discussing 

the prospects of bank legislation with the late Senator Couz- 

ens of Michigan. The Senator was asked his opinion of the 

measure then being formulated and the attitude of the Re- 
publican members of the Senate towards it. 

“T haven’t given the matter any serious consideration,” 
said Mr. Couzens. “ Asa matter of fact very few Senators go 
into those subjects very thoroughly. Most of us rely upon 
Senator Glass, of Virginia. He knows that subject better 
than any of us, better than any one in the Government, and 
has had years of experience in dealing with it. If he says a 
bill on banking is all right it is pretty certain to go through 
the Senate without much if any opposition. If he says it is 
all wrong, that usually ends the matter.” 

That was a striking compliment from one Senator to an- 
other, especially from a Republican to a Democratic Senator, 
but it stated an impressive fact. That fact is that the revolu- 
tionary changes in American banking in the past 30 years or 
so have been coincidental with the congressional career of 
Carter Glass; and he has had more to do with shaping those 
changes than any other man—one might almost say, more 
than all other members of Congress put together. 

Another incident is illuminating. In 1930 the House Com- 
mittee on Banking and Currency investigated branch, chain 
and group banking. It staged an elaborate show. From Feb- 
ruary to June the committee held hearings, drawing upon 
leaders in all branches and phases of banking, economics and 
finance for information. The 15 sections in which the pro- 
ceedings are reported probably contain more detailed in- 
formation concerning the banks and the banking of the coun- 
try than has ever before been gathered in a Government 
publication. Yet, when the hearings were over, the commit- 
tee waited. Senator Glass, of Virginia, had taken up the 
matter. He headed a small Senate sub-committee. The sub- 
committee had a few quiet hearings. The Senator himself 
proposed to draft a bill dealing with branch, chain and group 
banking, and also other banking matters. He took his time 
about it, introduced his bill in 1932 and the result was the 
Banking Act of 1933. 

Still another instance grew out of the bank holding com- 
pany flurry of the past session of Congress. Under presiden- 
tial stimulus such companies were to be abolished forthwith 
and various authorities proceeded to draft legislation to that 
end. When it became known that the Senator from Virginia 
proposed to draft a bill on the subject all other proposals 
were immediately outclassed and legislation on that subject 
remained, and still remains, subject to his initiative. 
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In the Lifetime of Senator Glass 


Soon after becoming a member of the House of Repre- 
sentatives in 1902 the then very junior member from the 
Sixth District of Virginia was assigned to the Committee on 
Banking and Currency, a place not of impressive impor- 
tance. The new member had little knowledge of banks, 
banking or currency but he started to learn something about 
them. In the next five years he read hundreds of books and 
thousands of pages of testimony on these subjects. He made 
some original investigations, at home and abroad. In the 
monetary crisis of 1908 he had some very definite ideas on 
such subjects although they got nowhere in a Republican 
Congress. 

The crisis, however, led to agitation which resulted in the 
Aldrich-Vreeland bill to establish a shadowy central reserve 
institution. The scheme was opposed by most Democrats 
and many Republicans and before it could be made into law 
the election of 1912 brought the Democrats into power. In the 
Democratic House of Representatives of 1913 Carter Glass 
became chairman of the Banking and Currency Committee. 
As such, it was incumbent upon him, under the stimulus of 
Woodrow Wilson’s promises and leadership, to do something 
with the central bank idea. The chairman proceeded to draft 
the Federal Reserve Act. He drafted most of the measure in 
his own hand. The Senate tore it apart but in conference it 


was brought together again very much as Mr. Glass had 
drafted it. 


A CONSTRUCTIVE PERIOD BEGINS 


THAT was the beginning of the Carter Glass regime in 
American bank legislation. In 1919 Representative Glass 
became Secretary of the Treasury and as such acquired more 
knowledge and consequent authority. Thereafter he went to 
the Senate. In his 18 years there the fruit of his years of ex- 
perience and study has ripened. 

Summing up banking developments in the past 40 years it 
will be seen that there have been five rather distinct events or 
periods through which banking has passed. First in time and 
importance was the establishment of the Federal Reserve 
System. The increasing volume of American business as well 
as increasing interdependence of business and credit on a 
large scale, resulted in such alternating periods of credit and 
monetary oversupply and stringency that both bankers and 
business men felt something had to be done. The establish- 
ment of the Reserve System in 1913 was the inevitable 
though somewhat belated result. 

For the most part, however, and in spite of the projectors 
of the Federal Reserve, agricultural credit continued com- 
paratively high in cost and more restricted in its use than 
Congress deemed desirable. The result was the establish- 
ment of the Federal Farm Loan System in 1917 after a 
world-wide investigation by a joint committee of House and 
Senate under the chairmanship of Carter Glass. Following 
the World War small banks in the rural districts found it 
increasingly difficult to make both ends meet. This was due 
partly to increasing competition from Government agencies, 
but above all to the changes in the nature of country banking 
resulting from the use of the automobile which took rural 
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business to the larger centers. The result was an increasing 
number of bank failures which led to growing distrust of 
country banks, decreasing deposits and earning assets, and a 
progressive deterioration of banking generally. 

In consequence of the confusion arising from these condi- 
tions there was a marked development of branch, group and 
chain banking with inevitable abuses such a development 
without proper supervision and control would entail. The 
whole situation resulted in increasing public dissatisfaction 
with the banks and increasing agitation for bank reform, 
particularly for a more unified banking system under Fed- 
eral control, in the idea that unified Federal control would 
mean more effective supervision and a stronger banking 


[.crpenrazzy, here are a few pictures of Senator Glass. While his 
lifetime serves in this article as a chronological yardstick, the man 
himself is a personality of great interest to all bankers. 


Left, Senator Glass 
at about the time 
he first entered the 
House of Repre- 
sentatives 


Below, Carter Glass 
and William Gibbs 
McAdoo, at the 
time the Virginian 
succeeded the Cali- 
fornian as Secretary 


of the Treasury 
BROWN BROS. 
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system. This third period was one of confusion, uncertainty, 
increasing demoralization, and mounting distrust. 

Piling Pelion on Ossa, the speculative boom of 1926-1929 
developed a fourth period of change. The concentration of 
credit in speculative centers resulted in high interest rates 
and restricted credit in rural districts and an unwarranted 
use of credit for speculation in metropolitan centers. The 
situation had been complicated by the development of bank 
security and other affiliates, unwarranted security under- 
writing, dangerous combinations between banks and market 
manipulators—a host of ills. 

The Banking Act of 1933 was designed to remedy most of 
these abuses without attempting a unified banking system, 
although the Federal authorities at that time leaned strongly 
in favor of the latter. 

Analysis of the causes of bank and business failures fol- 
lowing the collapse of the boom in 1929 and experience dur- 
ing the depression which followed also demonstrated that 
rediscount privileges at the Reserve banks were unduly re- 
stricted. The number of banks and business houses which 
came through or could have come through the terrible test 


HARRIS & EWING 
Above, Secretary of the Treasury Glass with a Victory Loan Poster 


Below, Senator Glass and other members of Congress see the 


President sign the Banking Act of 1933 
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of the depression years under normal conditions demon- 
strated that broader credit policies were necessary and prac- 
ticable. It was also realized that the banking system could 
not obtain that return of public confidence in its sound- 
ness necessary for future usefulness or even future existence 
without some adventitious aid from outside. The insurance of 
bank deposits, rightly or wrongly, was hit upon as the means 
to restore this confidence. Thus the Banking Act of 1935 
marked the fifth important development. 

To some extent, no doubt, this outline of banking history 
since the beginning of the century is an over-simplification 
of what has actually taken place in the banking world. 
Banking conditions have been affected by currency develop- 
ments. The devaluation of the dollar in an effort to raise 
commodity prices; the impounding of gold in pursuance of 
that policy; the injection of a large volume of silver into the 
circulating medium and the placing of all currency on a 
fiduciary basis; the elimination of national bank notes from 
the currency system; the threat of greenback currency in 
tremendous volume; the long course of an excessively easy 
money policy—all such measures have inevitably affected 
banking conditions. They may not have affected banking 
principles but they have certainly affected methods and 
practice and will affect the conduct of banking business for 
years. These measures have been opposed by bankers and, 
for the most part, by enlightened business men. It happens 
that they have been opposed also by Senator Glass. 

That opposition, however, has not indicated in any de- 
gree an unwillingness to progress. It would have been quite 
natural for the father of the Federal Reserve System to have 
opposed any modification of the Federal Reserve Act after 


Below, an historical document relating to the Reserve System 


THE WHITE HOUSE 
WASHINGTON 


Deeceuber 23, 1913 


My dear Mr. Glass: 

May I not express my admiration for 
the way in which you have carried the fight 
for the currency bill te an extraordinarily 
successful issue. I hope and believe that the 
whole country appreciates the work you have done 
at something like its real value and I rejoice 
that you have so established yourself in its con- 
fidence. 

With sincere admiration, 


Cordially yours, 


Bouse of Representatives, 


FROM CARTER GLASS" "AN ADVENTURE IN CONSTRUCTIVE FINANCE’ 


the System had proved its worth by carrying the nation, and 
to some extent, other nations, through the World War. In 
the banking and financial crisis of 1932-1933, however, it 
was the Glass-Steagall bill which in 1932 enlarged the re. 
discount privileges at the Reserve banks and permitted the 
use of Government obligations as backing for currency to 
meet the emergency. Senator Glass fathered or favored such 
emergency measures as those providing for Reserve bank 
loans to banks in temporary difficulty and to corporations 
or groups where loans were not otherwise available. He 
sought and obtained a measure providing for direct Reserve 
bank loans to industry for working capital to head off the 
establishment of a new system of Government intermediate 
credit banks for industry. 


THE SENATOR DOESN’T YIELD 


THERE was strong opposition to the Glass bill which be- 
came the Banking Act of 1933, especially from the more 
conservative bankers of the country and with particular 
reference to restrictions upon bank credit used for specula- 
tion. The latter grew out of Senator Glass’ determination to 
prevent, if possible, a recurrence of the great misuse of credit 
which took place during the 1926-1929 boom. His insistence 
upon provisions which he considered necessary to put an 
end to bank affiliate abuses, the abuses arising from the 
manipulation of bank funds by holding companies, excessive 
loans to officers, and similar questionable practices, led to 
intense opposition. 

In 1935 the conservative elements in Congress, like con- 
servative bankers, were opposed to deposit insurance in 
principle and felt that the proposed legislation establishing 
it would fail of its purpose and lead to loose and unsound 
banking. Something had to be tried, however, and they tried 
deposit insurance. After three years of trial the Federal 
Deposit Insurance Corporation is a strongly conservative 
factor in present day bank supervision, with the result that 
there is less loose and unsound banking in the United States 
today than there ever has been. 

There has been no more bitter opposition to dollar devalu- 
ation and the train of measures resulting therefrom than 
that which came from the Virginia Senator. There has been 
no more staunch opponent of indiscriminate spending for 
pump priming, unemployment relief and the what-not of 
recent policies. 

It is difficult to measure the full influence of conservatism 
in public affairs even though it be, at the time, apparently 
in vain. This is as true in matters connected with banking as 
in anything else. A banker, a business man, or a statesman 
who fails to realize that the world is moving and that the 
rules of business and of statesmanship in the future will 
probably never be what they have been in the past is failing 
to face realities. Nevertheless, there are certain fundamen- 
tals in business, banking, statesmanship and human conduct 
which do not change. Adherence to these fundamental prin- 
ciples is more necessary in periods of change than at any 
other time. The banker, the business man and the statesman 
who have stood by such principles during the past 25 years, 
while at the same time recognizing the necessity of change 
and progress, have rendered a valuable service. Even where 
that service has taken the form of opposition to hasty or 
unwise action or unsound policies it has at least pointed the 
way out, to which in time the nation must return. That which 
is permanent in the banking developments in the years 
covered by the public service of Carter Glass rests upon 
fundamental principles. The rest, in time, will disappear. 
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Canadian Banks Strike Back 


By H. K. WRIGHT 


The author is a retired Canadian banker of 40 years’ ex- 
perience. For 19 years he was Chief Routine Inspector of the 
Royal Bank of Canada. He describes here the Canadian 
Bankers Assoctation’s public education program. 


T is only in recent years that Canadian banks have felt it 
necessary to give some attention to the matter of public 
relations. Complacently satisfied that the conservatism 

of the Canadian people was proof against propaganda in 
favor of untried and unsound economic and financial schemes, 
they were content to restrict their advertising to staid 
announcements of their financial position, with some small 
detail of the services they had to offer. Any public criticism 
was met with dignified silence. 

Up to 1929 this policy appeared to be amply justified, 
for in prosperous times the public concerned themselves 
little with national finances and economy. With hard times 
the situation changed with rapidity—critics of the banks, 
financial institutions and the capitalistic system arose in all 
corners of the country and certain politicians, sensing public 
unrest, sought to reap the benefit by joining the outcry and 
advocated in and out of Parliament any and all schemes 
which appeared to have a popular appeal. The support some 
schemes of inflation, socialistic economy, etc., received made 
it most apparent that the general public were woefully 
ignorant as to the functions of the banks and their respon- 
sibilities to their depositors, shareholders and the public in 
general. 

With one accord the banks immediately set about remedy- 
ing this situation and took steps, long overdue, to educate 
the public. Bank advertising became almost uniformly in- 
formative. For the last two years several banks have been 
conducting a nationwide plan of advertising, explaining in 
detail the functions of the banks, what they can and what 
they cannot do and why. Another series is addressed to 
would-be borrowers and tells simply and clearly under what 
conditions loans may be obtained and why a certain class of 
loans must be refused. 

The Bank of Montreal ran a series giving detailed infor- 
mation of the various industries in Canada and incidentally 
showed where the bank fitted in to the up-building and up- 
keep of that industry. Many of the banks believe in laying a 
solid foundation for the future and instructive matter has 
been widely distributed throughout the schools of the 
country. The Royal Bank of Canada distributes a booklet 
with forms, such as cheques, notes, deposit slips, money 
orders, etc., illustrated in color and with text, describing 
their use and purpose. The Bank of Montreal issues a similar 
booklet containing simple information as to all banking 
transactions. These and similar booklets issued by other 
banks are used as text books in very many schools. 

In this education plan the banks do not stick to newspaper 
advertising. In sports programs and college magazines 
comic cuts are utilized to attract attention and therein the 


August 1938 


banks have probably made their greatest divergence from 
their policy of yesterday. Advertising the National Home 
Improvement Plan has been done in such a way as to inform 
the public of the banks’ interest in all classes of the com- 
munity. 

Last year the situation in Alberta was such as to engage 
the most serious attention of the Canadian Bankers Asso- 
ciation. With the advent of a Social Credit Government in 
that Province began a deliberate attempt to poison the 
public mind against the banks and all capitalistic institu- 
tions. A weekly radio broadcast by the premier was one 
means of attacking the banks. 

To the man of affairs these broadcasts were largely non- 
sense but to the large rural community to which they were 
addressed such a volume of glib verbosity was impressive. 
The attack was progressive until at last practical confiscation 
was advocated and legislation was enacted which would 
have had that effect had it not been disallowed by the 
Dominion Government. The bankers proceeded to answer 
these radio attacks by radio. The services of Vernon Knowles 
were engaged as public relations advisor. Mr. Knowles 
possessed wide newspaper experience and thereby a knowl- 
edge of mass psychology. In a weekly 15-minute talk over a 
period of six weeks Mr. Knowles broadcast to the people of 
Alberta the case for the banks. His addresses were strictly 
non-political and prepared with care and most moderate in 
tone—remarkably so consicering the provocation. 


ASSOCIATION-SPONSORED ADVERTISING 


AS a follow-up to the work begun in Alberta, the associa- 
tion has inaugurated a nationwide advertising campaign 
which will be run in all daily newspapers and in selected 
weeklies, in districts where public relations require special 
attention. The ads appear in the name of “The Chartered 
Banks of Canada’’, are in semi-news style, two columns in 
width and of about 700 words. Starting in February last, the 
series will continue until November. This constitutes a 
comprehensive effort to inform customers and the general 
public how the banks function, to correct misconceptions 
and to create an understanding of the services the banks 
perform. 

What has been the result of all this educational effort? 
This question has been asked in every bank and steps have 
been taken to answer it. A careful check-up has been made 
of reactions noted through the press and by the managers 
of the branches throughout the country. The radio broad- 
casts had a favorable press in Alberta, and in all other parts 
of the country there is little general criticism of banks ever 
mentioned now in the newspapers. On the whole, there has 
been a great change for the better in the way of personal 
comment, according to reports from bank managers. In a 
period of two years a very widespread suspicion of the banks 
in the mind of the public has been converted into a fairly 
general confidence and in no small measure this must be 
attributed to the educational efforts of the banks. 
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Mr. Lewis is executive vice-president of the Metropolitan 
Trust Company, Chicago. He discusses here the problem banks 
have in keeping interest rates at a cost-plus-fair-profit level in 
view of their desire to lend. 


AN a floor be established for rates on commercial bank 
C loans in the principal American cities? 

It is no secret that earnings have declined rather 
sharply during the first few months of 1938—and many 
thoughtful bankers have been giving consideration to raising 
minimum rates as a step toward more profitable banking. 
For the past three years, the principal banks in New York 
and Chicago have maintained 1% per cent as the minimum 
rate applicable to any loan. But, singularly enough, credit 
has been extended by banks in smaller centers at 1 per cent 
—and many have purchased commercial paper at rates as 
low as 34 of 1 per cent. 

While bankers would criticize any of their customers who 
persisted in doing business at less than cost, there can be 
little doubt that loans extended even to the best of customers 
at less than 1% per cent represent just such a questionable 
business practice. But, with such a plethora of lendable 
funds and a burning desire on the part of banks to obtain 
some income, the banks which have gone below the minimum 
New York and Chicago rates have defended their actions by 
stating that even this meager return was better than nothing. 

A borrower’s market has prevailed in American banking 
ever since the re-opening of the banks after the national 
holiday. As excess reserves piled up, it became increasingly 
easy for the prime risks to obtain credit at 11% per cent. 
While these low rates were first quoted in New York, Chicago 
and the largest money centers, the rates spread to reserve 
cities where banks were in competition for the paper of 
national accounts, such as milling companies, textile mills, 
packers mail order houses, the big finance companies and 
other representative enterprises. 

The fixing of 114 per cent as the minimum rate for the 
prime risks has tended to make 1% per cent the universal 
rate for all good commercial borrowers. Companies whose 
financial statements plainly do not entitle them to such a low 
rate have been able to play one bank against another until 
they have been reluctantly admitted to this select circle. 
To the credit of the New York and Chicago banks, which 
have steadfastly maintained the minimum rate, it must be 
stated that they have kept the floor on rates at the expense of 
losing much desirable business and at the risk of incurring the 
disaffection of some of their best customers. In many cases, 
the treasurers of nationally known corporations have ex- 
hibited letters from banks all around the country pleading 
for paper at 1 and 14 per cent. Explaining that their job is 
to obtain their credit requirements at the lowest cost, these 
treasurers have expressed their willingness to give the 
major banks a part of their borrowings upon these terms. 
There is no gainsaying the fact that it has taken courage for 
the commercial banks in New York and Chicago to tell 
many of their best customers that they think 1% per cent 
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It’s Bargain Day for Borrowers 


is the lowest rate that should be extended to even the best 
risk. 

The men who handle the finances for the largest corpora- 
tions do not have much trouble in learning what the lowest 
going rate is. During recent years, they would not have had 
to leave their own offices to obtain this information because 
there has been a steady stream of bank officers offering them 
large amounts of credit at the minimum rate. Banks have in 
many instances offered to lend at less than this figure pro- 
vided the borrower established a relationship with the 
institution. Quite naturally, the treasurers of other corpora- 
tions, which are not strong enough to be in the top flight 
class, have endeavored to get the same rate. It is an admitted 
fact that many companies whose credit standing by no 
stretch of imagination entitles them to such treatment have 
obtained the lowest rate and other borrowers who by all 
reasonable standards should pay 3, 314 and 4 per cent, have 
obtained their requirements at 2 or 2! per cent. The pres- 
sure of the 1% per cent rate has battered down rates on both 
commercial and personal loans—so much so that today 
probably the uppermost thought in the minds of hundreds 
of chief executives of banks is how they can raise rates on 
prime and other risks to a level that affords reasonable 
compensation for the service performed and the responsibil- 
ity assumed. The lessening of reserve requirements has 
made the move more difficult. 


THE COMPETITION FROM BROKERS 


AS always, in time of easy money, the competition of 
commercial paper brokers for the best commercial risks has 
been a factor in holding rates down. Perhaps there will never 
be a general agreement between the commercial paper 
brokers and the banks as to whether or not the charge that 
brokers beat down rates is justified. At any event, it is 
exceedingly difficult for a bank, which has the benefit of 
compensating balances, to insist upon charging a minimum 
rate of 114 per cent when this credit can be obtained through 
commercial paper brokers at a cost of 1 and 1% per cent, 
including the broker’s charges. 

It is hard for open-minded observers to understand some 
of the practices of well run banks— for example, the fact that 
many commercial banks, while refusing to lend to their best 
customers at less than 14 per cent, purchase the commercial 
paper of non-customers at rates running as low as % of 
1 per cent. 

The sale of commercial paper is possible only because 
banks of account set up open lines of credit that insure the 
payment of the notes when they mature. If these confirmed 
lines of credit did not exist, it is questionable whether the 
commercial paper brokers would be able to sell their paper. 
It is the almost invariable practice of a bank, before pur- 
chasing paper in the open market, to check with the banks 
of account to determine the credit standing of the company 
and the opinion of the bank as to the goodness of risk. There 
is nothing that the bank of account can do except to state 
the facts and to tell the prospective purchaser its honest 
opinion of the financial strength of the company whose 
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By REUBEN A. LEWIS, JR. 


paper is offered. Fortified by the checkings of these repre- 
sentative banks which are fully familiar with the character 
of the management, the financial strength of the company 
and other pertinent information, the inquiring bank decides 
to purchase the notes. By just such a procedure the com- 
mercial paper broker is able to substitute itself for the banks 
in the extension of credit. 

But, what can the banks do about it? 

Several years ago, under the leadership of a courageous 
commercial banker in the interior, a group of bankers laid 
down a set of principles which they thought would enable 
banks to make sure of obtaining their rightful share of the 
borrowings of concerns using the open market. One rule was 
that no concern should borrow more through the commercial 
paper brokers than through the banks. The commercial paper 
brokers naturally resented this movement on the part of the 
banks because, if universally adopted by all banks, it would 
affect their business. To express their vigorous resentment 
of the activities of this well known banker, several commer- 
cial paper houses which had maintained accounts with the 
bank with which he was identified closed these accounts and 
others decreased their balances. Representations of a 
diplomatic nature, but nevertheless clear in their displeasure, 
were made to some of the other banks whose officers par- 
ticipated in the formulation of the principles. The net result 
of accomplishment was small, no matter how fervently the 
commercial bankers wished for what they regarded as a more 
equitable situation. It is only fair to state that many of the 
most experienced and seasoned commercial bankers were 
dubious as to any real improvement growing out of the 
adoption of the principles. 


COUNTRY BANKS SUFFER FROM LOW RATES 


THE metropolitan banks are not the only institutions 
that have suffered from the low rates prevailing on prime 
commercial risks. While interest rates on loans extended 
to their customers by country banks have not gone down to 
such extremely low levels, there has been a sympathetic 
effect. In years past, country banks purchased commercial 
paper. While some of these banks still invest a part of their 
funds in this type of investment, the yield is so low at present 
that they simply can not afford to employ their funds in 
such an unproductive manner. The enactment of the Bank- 
ing Act of 1933, which prohibited the payment of interest 
on demand deposits, has worked against the best interests 
of the country bank. It is no longer possible to obtain inter- 
est on balances carried with big city correspondents—and 
the yield from this source was not an inconsequential item 
to the average country bank, although interest on bank 
balances had gradually been reduced to % of 1 per cent when 
the law was passed by Congress. It was only in the larger 
cities that interest was paid on demand deposits maintained 
by customers. The result was that the country bank obtained 
little benefit from the change in law that has proved such a 
boon to the metropolitan institutions in reducing the interest 
charge on deposits from more than 2 per cent to around 4% 
of 1 per cent. This sharp reduction in one of the major items 
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of expense—the payment of interest on deposits—has un- 
doubtedly been one of the factors permitting the spectacle 
of the lending of vast sums of money at 1% per cent. And 
undoubtedly this is one of the reasons why it is possible for 
the great banks of the country to hold government bonds 
returning an annual yield of even less than 2% per cent. 

While few seasoned commercial bankers believe that it 
would be possible, in the face of present conditions, to put up 
rates to any appreciable extent, many of them seem to 
think that there would be ample justification for all banks 
to take the position that they should not lend below cost. 

There is admittedly a wide variation in the cost of money 
to different institutions. One of the five largest banks has 
about half of its deposits in savings and time money—thus 
its charges for interest are much higher than those of the 
other major institutions that do not have more than one- 
eighth of their total deposits in savings. 

Among bank comptrollers, there is a general agreement 
that one of the major New York banks, which enjoys large 
accounts from relatively few major companies, has the lowest 
cost. Out of every dollar of gross income, it makes about 70 
per cent net. For the major banks of the country, it would 
appear that these institutions retain about 30 to 35 per cent 
of their gross income in net earnings. A study of these ratios 
and other data indicates that the average cost of deposits— 
without taking the risk of loss into account—is somewhat 
above 1 per cent so that the extension of credit for less than 
1% per cent involves doing business at a loss. In the case of 
smaller banks, the cost of deposits is admittedly higher— 
not less than 2 per cent and probably around 2% per cent. 


THE SUBJECT IS WIDELY DISCUSSED 


THE problem of how rates can be raised has been openly 
discussed by bankers at various meetings during the past few 
weeks. It can not be said that there has been a meeting of 
minds as to just how this can be done. The opinions vary 
widely. One thoughtful banker, representing one of the most 
famous institutions in the United States, voiced the opinion 
that it was no more possible to establish minimum rates for 
money than it was to fix a minimum price for copper or any 
other commodity. On the other hand, one banker in the 
South recounted how the lending officers of his institution 
had decided to move rates upward and had succeeded in 
doing so without creating any ill-feeling on the part of the 
borrowers. The competition for loans is so keen, however, 
that few seasoned commercial bankers believe it is going to 
be possible, in the face of present conditions, to put up rates 
to any appreciable extent. There is competition for loans 
from other sources than banks. One big finance company 
has borrowed as much as $40,000,000 from others having 
funds to lend. 

As a starter in the direction of establishing a floor for 
rates on commercial bank loans, the suggestion has been 
advanced by some bankers that the adoption of 11% per cent 
as a minimum rate by banksin all Reserve cities might result 
in a firming of rates and an approach to the sane and sensible 
policy of not lending money at less than cost plus a reason- 
able profit. While there has been a great deal of discussion 
of the desirability of such a step, it can not be said that this 
proposal has reached the stage of an organized movement. 
It probably is hardly more than wishful thinking as to what 
the general welfare of banking requires. 

From the standpoint of practical planning, however, the 
expectation is for the continuance of easy money with plenty 
of takers for 1% per cent loans to prime risks. 
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The author describes below some of the recent technological 
advances in the civil aviation industry. MR. WHITE, vice-presi- 
dent of the Liberty Bank, Buffalo, has written a number of arti- 
cles for BANKING on recent industrial developments. 


IROM the earliest times man watched the birds and 

speculated on the possibility of mechanical flight. As 

early as 500 years ago, Leonardo da Vinci turned his 
attention to this problem and, surprisingly enough, invented 
the aerial screw on which present day airplanes are based. 
But it was not until November 21, 1783, when Pilatre de 
Rozier, in the presence of King Louis XVI and Benjamin 
Franklin, stepped into the car of a balloon built by the 
Montgolfier brothers at Versailles, France, that the first 
successful air voyage by man in the history of the world 
began. 

Jules Verne, in his imaginative tales of adventure, painted 
graphic pictures of ships that sailed the air, but Wilbur and 
Orville Wright were the first to sell the world on the actual 
value of aviation. When these Wright brothers rose from the 
ground in December 1903 in their heavier-than-air, self- 
propelled biplane, Charles A. Lindbergh was a toddling 
two-year-old in Minnesota, destined later to dramatize the 
conquest of the air. Lindbergh’s amazing 1927 exploit 
stirred the imagination of people as no other flight had done. 
Interest in aviation was aroused to a high pitch, and the 
Twentieth Century became the “age of speed”’. 

How many would have prophesied in 1927 that a speed of 
over 440 miles an hour, a rise of over 10 miles, and a non- 
stop flight of over 6,300 miles would all be accomplished by 
1938. Who would have ventured the guess that, 11 years 
later, another lean, lanky American by the name of Howard 
Hughes would circle the world in 3 days and 19 hours? 
With all this, it is generally accepted that we are only at 
the beginning. 

In 1927, 1,200,000 pounds of mail and express were car- 
ried. Last year over 29,000,000 pounds were handled. Air 
transportation companies enjoyed the best business in their 
history during 1937, flying 400,000,000 revenue passenger 
miles. Our airlines are now handling over 100,000 passengers 
per month with an average journey in excess of 400 miles. To 
accommodate this traffic, 2,300 airports are scattered 
throughout the United States. 

Figures marking the rapid development of civil aero- 
nautics in the United States can be compiled to wearisome 
statistical lengths. The amazing growth of aviation, the 
novel and spectacular nature of the industry, and the 
realization of man’s age-old dream of flight have combined 
to put flying first in the public mind whenever transporta- 
tion is discussed. Nevertheless, it is well to keep in mind 
that we are talking about a transportation agency handling 
only a fraction of 1 per cent of the business. Air transporta- 
tion is still a supplemental, not a vital, traffic artery. We shall 
need the railroad and the automobile for some little time at 
least. 

What is new in civil aviation and what is just over the 
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horizon in the opinion of leaders in the aeronautical in- 
dustry? 

Dismissing “lighter-than-air” craft for the moment, 
though authorities agree that the airship is the rational 
means of transportation for long distances, let us look at 
some of the results of the past several years’ research. 

The Douglas DC-4 was engineered and is being built to 
the order of the “Big Five” — the largest airlines in the 
United States. This ship is a 42 passenger, 4-motored mono- 
plane, with a gross weight of over 32 tons. It will carry a 
crew of five, be 97 feet long, have a wing-span of 138 feet, 
and tower more than 24 feet above the ground while resting 
on its landing gear. 

It will have “substratosphere cabins” in which lower- 
level altitude atmospheric pressures will be maintained for 
the comfort of the passengers, while the plane itself is op- 
erated at greater efficiency and safety thousands of feet 
above the highest obstruction. 

Its four air-cooled motors will supply 5,600 h.p. for the 
take-off — more by 1,000 h.p. than is required by the finest 
streamlined locomotives in transcontinental service. With 
this abundance of power, the plane will have a speed at its 
most efficient altitude of nearly 4 miles a minute. Its gross 
weight of 65,000 pounds is nearly three times that of the big 
21-passenger Douglas Airliners now criss-crossing four con- 
tinents. In addition to passengers and fuel, it will be able to 
carry 6,500 pounds of mail, express, and baggage. 

The DC-4’s most novel departure from the present type 
plane is its “tricycle” landing gear which permits taking 
off and landing in a horizontal position, affording a safer 
landing for aircraft of this size as well as additional comfort 
for its passengers. According to Douglas engineers, the ship 
can be literally flown into the ground. This is highly impor- 
tant in blind landings, such as are being perfected now in 
cooperation with the United States Government. 


COMFORT AT 20,000 FEET 


ANOTHER land plane development is the Stratoliner which 
Boeing Aircraft designed for substratosphere operation in 
transcontinental service. It is powered by four engines, 
has a top speed of 270 miles per hour; a gross weight of 21 
tons and accommodates 33 passengers and a crew of five. It 
will have a wing-span of approximately 107 feet, a length 
of 74 feet, and an over-all height of 17 feet. Actually, its 
designed flight path will be in the troposphere, below the true 
stratosphere. Here it is possible to get most of the benefits 
of high altitudes, away from the normal storm stratum, 
without getting into the problems of the rare atmosphere 
and low temperature of the true stratosphere. Operating at 
an altitude of approximately 20,000 feet, on a level with the 
summit of Mount McKinley, the highest peak in North 
America, passengers and crew within the plane will have 
conditions comparable to those at the currently used flight 
levels of 8,000 to 12,000 feet. 

Boeing Aircraft is also building the Atlantic Clippers, by 
far the largest flying boats ever built. Previews show them 
veritable ocean liners of the sky. Streamlined to a remarkable 
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By BERT H. WHITE 


degree, they are equipped with the most powerful radial air- 
craft engines available — four 1,500 horsepower, 14 cylinder 
Wright Cyclones of a new design, any two of which could 
keep the plane aloft. There are six of these ocean going 
giants on the assembly line. Actually they are as large as five 
room bungalows, each weighing more than 82,000 pounds 
gross, with a wing-span of 152 feet, a length of 109 feet, and 
an over-all height of 28 feet. They will carry 72 passengers 
on daytime flights as well as a crew of 8, while at night they 
will provide upper and lower berths for 40 passengers. They 
will be the first airplanes with two full decks—an upper 
deck for the flight crew and cargo and a main deck with 
luxurious passenger accommodations. 


LONDON OVERNIGHT 


REGULAR service across the Atlantic, using Boeing Clip- 
pers, will be inaugurated late this year, according to J. Mon- 
roe Johnson, Assistant Secretary of Commerce. A business 
man will then be able to leave New York for London, spend 
three days there, and return in the time consumed by the 
crossing of a super-liner. Prices are expected to be close to 
those charged at the present time for first class steamship 
accommodation. 

These 82,000 pound Clippers are only the beginning, for 
Pan American Airways, who will operate the transatlantic 
service, have already asked constructors to quote on an air- 
plane capable of carrying one hundred passengers on trans- 
atlantic non-stop service. Four major manufacturers have 
already submitted plans, one of which calls for a plane twice 
as large as the new 82,000 pound Clippers, nicknamed “the 
last of the little airplanes.” 

When Glenn L. Martin recently appeared before the 
House Committee on Naval Affairs, he stated that flying 
boats up to 250,000 pounds were now possible. 

The airship should play an important part in this program. 
Commander Charles E. Rosendahl, United States Navy 
authority on lighter-than-air craft recently wrote me: “I 
have the definite conviction from my association with the 
airship project for a number of years, that airships have 
valuable uses to the United States in both its commerce 
and in the national defense. Not every country has a place 
in its scheme of defense for airships; but our long coast 
lines and vast ocean expanses do call for the airship in my 
opinion.” 

In Germany a long line of Zeppelins—more than 100— 
have gone aloft. Such tragedies as the burning of the Hinden- 
burg are the exception, not the rule. In America—and Eng- 


“THOSE of us whose lives are spent in expeditions of geo- 
graphic explorations feel flattered in believing that we have 
a fraternal bond with the explorers of industry. Without 
these men the Atlantic would not have been crossed and the 
polar regions would never have heard the sob of an aeroplane 
engine.” —Admiral RicHarp E. Byrp. 
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land, Italy and Russia—disaster has tagged lighter-than- 
air craft until Germany alone has an airship industry. 

Dr. M. R. Hutchison, member of the Naval Consulting 
Board, who made a thorough investigation of the Hinden- 
burg disaster, told me that, had the United States let down 
the bars in the supplying of helium to the Hindenburg, she 
would now be in commission. The Germans knew the danger 
of utilizing hydrogen but had no helium. 

Notwithstanding the fact that the use of lighter-than-air 
craft of the Zeppelin type within the continental limits of 
the United States is out of the question, it has been predicted 
that within the next five years much of the transatlantic 
travel will be by airship. A plane has to carry too much fuel 
to go very far and have much cargo-carrying capacity in 
competition with the airship. 


AUTOGYROS AND PRIVATE CRAFT 


THE autogyro is one of the coming developments in avia- 
tion. Before many years the handicap of remote airports will 
be removed by this type of plane, which is peculiarly adapted 
for private flying. Through its ability to ascend and descend 
at extremely sharp angles, it requires only limited terminal 
facilities. In speed, power, comfort, economy of operation 
and cost, the autogyro has no advantages over ordinary 
airplanes and will therefore probably have a less rapid de- 
velopment. 

After five years of development work in the laboratories 
and in the air, the Gwinn Air Car Company has developed a 
two-seater airplane for private flying which drives like an 
automobile, with automobile style steering wheel, foot pedals 
and accelerator. It will fit into a three-car garage. This Air 
Car makes it impossible for a driver to make errors which, in 
a conventional airplane, might result in loss of control. Frank 
Hawkes, holder of many world’s records for flying, told me 
that an average person able to drive an automobile can learn 
to fly the Air Car in an hour. 


AERIAL GEAR-SHIFT 


PARTS developments include the new two-position propeller 
brought out by Hamilton Standard to win the Collier 
Award and other honors. It gives two available pitches in 
flight, one of which is better suited for take-off and climb, 
while the other takes care of normal cruising and high speed 
performance. It has been nicknamed the gear shift of the air. 

Deserving mention is the recent discovery which promises 
elimination of static interference with the airline radio; the 
new “absolute” altimeters and several automatic blind 
landing devices. 

Automatic control of the airplane from take-off to landing 
is not far away in the opinion of E. E. Wilson, executive 
vice-president of United Aircraft. This will bring to the air- 
plane the same influences which automatic train control 
brought to the railway, but to even a greater extent. For, 
where the block signal warns the engineer every mile, in- 
struments such as the airways’ radio directs the pilot every 
second. 

The effort and expense of developing these improvements 
has given its reward. Statistics show that today a person is 
actually safer riding in a commercial airplane than in a 
private automobile. The ratio of fatalities to miles flown 
is approximately 1 to 12,000,000 and the development of 
new instruments and devices is steadily reducing the haz- 
ards of flying. No wonder the air traveller can already buy 
insurance at mileage rates identical with or less than those 
offered railroad passengers. 
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The author, who 1s vice-president of the California Bank, Los 
Angeles, is chairman of the Interbank Mortgage Associates of 
that city. He describes here how the Associates function. 


ss PRICELESS exhibition of friendly accomplishment 
A amidst bitter competition” is what a visiting 
banker said of a recent luncheon meeting of our 
Interbank Mortgage Associates of Los Angeles. This could 
be said in spite of the fact that the organization has no 
official standing, no dues, no definite meeting time or place, 
no secretary and no authority. 

The luncheon meeting may be called by the chairman 
upon the request of any one member. There is full attendance 
on the part of the 20 top men in the real estate loan depart- 
ments of the leading Los Angeles and Pasadena banks. The 
men have developed personal friendships largely through 
this medium. They come to the meetings because they like 
to and because they get something out of exchanging ideas 
with their competitors. They discuss mutual problems and 
find out how each approaches and handles troublesome 
questions. Here are a few: 

What interest rate should be quoted over the counter and over 
the telephone to casual inquirers? 

No agreement was reached on the subject, but everyone 
now quotes the same rate, whereas previously there had been 
a wide discrepancy. 

Shall the service charge be waived on F.H.A. Title II loans 
made prior to the 1958 amendments? There has been no agree- 
ment, but no one now waives the charge. 

What amount should be charged for converting an 80 per cent 
F.H.A. Title II loan into a 90 per cent loan? 

Some persons think no service charge should be made; 
some think there should be a flat charge regardless of the size 
of the loan; and some are in favor of the same charge as is 
made on new loans. A committee will study and report 
promptly. There will be no agreement, but when the 
smoke clears away, the charges will probably be just about 
uniform. 

What attitude shall be taken on the subject of “joint control” 
in connection with construction loans? 

Shall the Small Home Service Plan, sometimes known as the 
Memphis Plan, be supported? 

And so on. 

Some time ago a considerable difference was discovered in 
the service charges made by the various banks for making 
real estate loans. A study was made and the charges were 
broken down so that all could see just where the differential 
lay. A full discussion brought out all arguments. No agree- 
ment was reached as to what the charge should be, but 
shortly thereafter no bank was more than a couple of dollars 
out of line with any other. 

Recently the Building Contractors Association of Southern 
California decided to sponsor the preparation of a printed 
form of building construction contract that would protect 
the contractor, the owner, and the lender. Naturally, we 
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Real Estate Loan Teamwork 


By J. B. CHAFFEY 


anticipated the use of this form in connection with our own 
operations, so the experts in our group were instrumental in 
seeing that the form was so prepared as to be satisfactory 
for our use. At the same time, we feel that it does give equal 
and adequate protection to all the parties to the contract. 
The form is now employed by nearly all of the builders and 
lenders in the city. 

When Title II of the National Housing Act was inaugu- 
rated, insured notes were required to be secured by mort- 
gages on real estate, whereas, in California, trust deeds are 
generally believed to afford lenders greater protection than 
do mortgages and are, therefore, in almost universal use. 
Our group prepared a printed form of deed of trust for our 
own use and obtained the approval and acceptance of the 
form by the Federal Housing Administration. The trust deed 
form so prepared is now widely used throughout this district. 

The banks in this area are making an important con- 
tribution toward theimprovement and safeguarding of proper 
building construction standards. The larger institutions 
maintain architectural departments, headed by competent 
architects. 


F.H.A. THE BANKS’ ALLY 


HERETOFORE the banks have waged a solitary battle to- 
ward the improvement of construction standards. Now their 
great ally is the Federal Housing Administration. This re- 
markable organization is a tower of strength to the building 
industry. As insurers of an estimated 60 per cent of all con- 
struction loans in the eligible class in southern California, it 
fearlessly dictates the rules of the game. In a comparatively 
short time it has educated both the building contractors and 
owners in vastly improved building standards. So well organ- 
ized, progressive and yet conservative is the Los Angeles 
office, the largest in the nation, that we have come to look 
upon its appraisals as more accurate than our own, and some 
of us have accepted them in lieu of our own. 

The number of payments on a construction loan, the in- 
tervals at which they should be made, the number of in- 
spections and their scope, the character of information to 
be developed in the file maintained against each contractor’s 
name, and the question of whether to take a lien and com- 
pletion bond are all matters of concern to the Interbank 
Mortgage Associates. 

Why are the Interbank Mortgage Associates able to ac- 
complish these things? Because the approach is friendly; be- 
cause each member recognizes in the other a genuine desire 
to perform his job in the best possible way; because the men 
themselves are the real powers in the business; because there 
are no “stuffed shirts” in the organization. A short time ago 
the president of the Los Angeles Clearing House Association 
offered to make the group “official”. The members voted 
against it. They didn’t want to be official, with minutes to 
keep and freedom of speech restrained. 

The association has no formal standing,*but it does have 
prestige. It has no red tape, but it does get results. 
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Quaint Devaluation 


By ADAM SMITH 


The following is taken from the great English economist’s 
Wealth of Nations, which was written in 1776. 


HEN national debts have once been accumulated to 

a certain degree, there is scarce, I believe, a single 

instance of their having been fairly and completely 
paid. The liberation of the public revenue, if it has ever been 
brought about at all, has always been brought about by a 
bankruptcy; sometimes by an avowed one, but always by a 
real one, though frequently by a pretended payment. 

The raising of the denomination of the coin has been the 
most usual expedient by which a real public bankruptcy 
has been disguised under the appearance of a pretended 
payment. ... 

The calamity, too, would extend much further than to the 
creditors of the public, and those of every private person 
would suffer a proportionable loss; and this without any 
advantage, but in most cases with a great additional loss to 
the creditors of the public. If the creditors of the public 
indeed were generally much in debt to other people, they 
might in some measure compensate their loss by paying 
their creditors in the same coin in which the public had paid 
them. But in most countries the creditors of the public are, 
the greater part of them, wealthy people, who stand more in 
the relation of creditors than in that of debtors towards the 
rest of their fellow-citizens. 


ALL FORTUNES ARE INJURED 


A PRETENDED payment of this kind, therefore, instead of 
alleviating, aggravates in most cases the loss of the creditors 
of the public, and, without any advantage to the public, 
extends the calamity to a great number of other innocent 
people. It occasions a general and most pernicious subversion 
of the fortunes of private people; enriching in most cases 
the idle and profuse debtor at the expense of the industrious 
and frugal creditor, and transporting a great part of the 
national capital from the hands which were likely to increase 
and improve it, to those which are likely to dissipate and 
destroy it. When it becomes necessary for a state to declare 
itself bankrupt, in the same manner as when it becomes 
necessary for an individual to do so, a fair, open, and avowed 
bankruptcy is always the measure which is both least dis- 
honourable to the debtor, and least hurtful to the creditor. 
The honour of a state is surely very poorly provided for, 
when, in order to cover the disgrace of a real bankruptcy, it 
has recourse to a juggling trick of this kind, so easily seen 
through, and at the same time so extremely pernicious. 

Almost all states, however, ancient as well as modern, 
when reduced to this necessity, have, upon some occasions, 
played this very juggling trick. The Romans, at the end of 
the first Punic war, reduced the As, the coin or denomination 
by which they computed the value of all their other coins, 
from containing twelve ounces of copper to contain only two 
ounces; . . 

In Rome, as in all the other ancient republics, the poor 
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people were constantly in debt to the rich and the great, who, 
in order to secure their votes at the annual elections, used to 
lend them money at exorbitant interest, which, being never 
paid, soon accumulated into a sum too great either for the 
debtor to pay, or for anybody else to pay for him. 

The debtor, for fear of a very severe execution, was 
obliged, without any further gratuity, to vote for the candi- 
date whom the creditor recommended. In spite of all the 
laws against bribery and corruption, the bounty of the candi- 
dates, together with the occasional distributions of corn, 
which were ordered by the senate, were the principal funds 
from which, during the latter times of the Roman republic, 
the poorer citizens derived their subsistence. To deliver 
themselves from this subjection to their creditors, the poorer 
citizens were continually calling out either for an entire 
abolition of debts, or for what they called New Tables; that 
is, for a law which should entitle them to a complete acquit- 
tance upon paying only a certain proportion of their accu- 
mulated debts. . . . 


PRESSURE EXERTED ON GOVERNMENT 


IN ORDER to satisfy the people, the rich and the great were, 
upon several different occasions, obliged to consent to laws 
both for abolishing debts, and for introducing new tables; 
and they probably were induced to consent to this law, 
partly for the same reason, and partly that, by liberating the 
public revenue, they might restore vigour to that govern- 
ment of which they themselves had the principal 
direction. . 

Nations have sometimes, for the same purpose, adulter- 
ated the standard of their coin; that is, have mixed a greater 
quantity of alloy init. . . . The adulteration of the stand- 
ard has exactly the same effect with what the French call 
an augmentation. . . . 

An augmentation, or a direct raising of the denomination 
of the coin, always is, and from its nature must be, an open 
and avowed operation. By means of it, pieces of a smaller 
weight and bulk are called by the same name which had 
before been given to pieces of a greater weight and bulk. 
The adulteration of the standard, on the contrary, has 
generally been a concealed operation. By means of it, pieces 
were issued from the Mint of the same denominations, and, 
as nearly as could be contrived, of the same weight, bulk, and 
appearance, with pieces which had been current before of 
much greater value. When King John of France, in order to 
pay his debts, adulterated his coin, all the officers of his 
Mint were sworn to secrecy. Both operations are unjust. 
But a simple augmentation is an injustice of open violence; 
whereas an adulteration is an injustice of treacherous fraud. 

In the end of the reign of Henry VIII, and in the beginning 
of that of Edward VI, the English coin was not only raised 
in its denomination, but adulterated in its standard. The 
like frauds were practised in Scotland during the minority 
of James VI. They have occasionally been practised in most 
other countries. 
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Legal Holidays 


HE question often arises in banking practice as to what 
transactions are permitted on those holidays during 
which banks are not mandatorily required to close their 
offices. With respect to such holidays, the general rule is 
that the matters transacted are lawful and valid unless the 
statute creating the holiday contains a specific prohibition. 
However, even on such holidays the bank is unable to per- 
form many of its customary functions due to indirect statu- 
tory restrictions contained in the Negotiable Instruments 
Law. 
Thus, with reference to the maturity of negotiable instru- 
ments, the Negotiable Instruments Law provides: 


“When the date of maturity falls upon * * * a holiday, the instru- 
ment is payable on the next succeeding business day. * * *” §85. 


Similarly, provision is made with respect to sufficiency of 
presentment and time of protest: 


“Presentment for payment, to be sufficient, must be made:— * * * 
(2) At a reasonable hour on a business day; * * *” §72. 
“When a bill is protested, such protest must be made on the day of 


its dishonor, unless delay is excused, as herein provided. * * *” 
§155. 


A legal holiday, even though not mandatorily observed, 
would seem to be outside of the term “business day,” and, 
therefore, the maturing of instruments, their presentment 
and protest upon their dishonor would be acts which could 
not be performed on a holiday. 


Notes Falling Due on Certain Days 


| sometimes happens that a time note by its terms falls 
due on Saturday, Sunday or a holiday. If the note falls 
due on Sunday or a holiday, the Negotiable Instruments 
Law clearly provides (Sec. 85) that the instrument is pay- 
able on the next succeeding business day. However, if it 
falls due on Saturday the question then arises whether it 
should be presented for payment on Saturday or the follow- 
ing Monday, and if it is not presented for payment on 
Saturday and the maker has funds ready in the bank named 
as the place for presentment, whether interest is collectible 
for the period from Saturday to Monday. This question 
arises because the Negotiable Instruments Law uses differ- 
ent language in the provisions concerning instruments falling 
due on Saturday than in those concerning instruments fall- 
ing due on Sundays or holidays. 

As to instruments falling due on Saturday, Section 85 
provides as follows:— 


“Instruments falling due on Saturday are to be presented for payment 
on the next succeeding business day [does not apply to demand 
instruments.]”’ 


The Negotiable Instruments Law further provides that 
presentment for payment is not necessary in order to charge 
the person primarily liable on the instrument although it is 
necessary in order to charge indorsers. In view of the 
difference in language accorded Saturday maturities and 
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those on Sundays and holidays, and also in view of the fact 
that presentment for payment is necessary only in order to 
charge the indorsers and is not necessary to charge the maker, 
there is opinion to the effect that interest from Saturday to 
Monday cannot be collected on a time note falling due on 
Saturday but not presented for payment until Monday, 
if the maker was ready, able and willing to pay the note 
on Saturday. 

However, contrary opinion to the effect that a note falling 
due on Saturday is payable on the following Monday for all 
purposes is expressed in Paton’s Digest, based upon several 
considerations. First, it is not reasonable to assume that the 
legislature intended two days for payment: Monday for the 
purpose of presentment to hold indorsers but Saturday for 
the purpose of tender of payment by the maker to stop the 
running of interest. Second, the impracticability of two 
separate days of maturity with respect to maker and indors- 
ers respectively and the peculiar and serious consequences 
which would follow therefrom as to the duty of collecting 
agents to make presentment on both days and the time for 
bringing suit upon a dishonored instrument against maker 
and indorsers respectively would make a court reluctant so 
to construe the Act if it were susceptible of a different 
construction. 

For a detailed discussion of the problem, see Paton’s 
Digest, Opinion 2913A. 


National Banks and State Laws 


peo California Supreme Court decision of 1936 (Miller v. 
Union Bank & Trust Co., 59 P. (2d) 1024 (1936), 
affirming 51 P. (2d) 1157; certiorari denied 299 U. S. 612, 
57 S. Ct. 314 (1937)) holding that the California legislature 
could make the Fraudulent Securities Act applicable to 
national banks, startling as it seems to be on its face, did not 
in fact upset previous opinion that national banks are not 
subject to state blue sky laws. The facts of this case are as 
follows: A state bank issued a declaration of trust and sold 
assignments of beneficial interest to the public. The state 
Fraudulent Securities Act did not attempt to include na- 
tional banks within its scope and state banks alone were 
subject to its provisions. The state bank issuing certificates 
of beneficial interest did not secure a permit from the desig- 
nated state official to issue or sell the same. One of the pur- 
chasers claimed the certificates were void and demanded 
back the purchase price. The court held that state banks did 
not need to secure a permit because the statute was uncon- 
stitutional as to them, due to the inequality in treatment of 
state banks and national banks, which inequality was not 
required by a paramount authority so as to obviate the 
necessity for uniformity, “for the necessary power to regu- 
late national banks in the particular here involved existed 
at all times material to this action.” 

If this case is limited by its facts and not by the language 
used, it is seen that the rule that states can exercise no con- 
trol over national banks nor in any way affect their opera- 
tions except as permitted by Congress is unimpaired. 
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Some Attractive Loan Prospects 


Ix these times, when technological change is more rapid than ever before 
and banks are being urged to make loans, it is good to look at a few devices 


that were seeking capital 50 years or so ago 


An 1883 windmill that pumped water, sawed wood, ground the ax and did other chores 


Mass production of horseshoes in 1879 One inventor's rocking chair, 1884 


* Dates are the years these devices were patented. i 
ILLUSTRATIONS FROM CULVER SERVICE 
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Double-deck electric Sun ray “radiophone”, 1880 


Washing machine of 1883 Elevated road locomotive of 1883 


A carpet sweeper ready for the market in 1884 A central fire-fighting tower patented in 1878 


ILLUSTRATIONS FROM CULVER SERVICE 
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A combined desk and bedstead of 1871 A reed parlor organ, 1884 A typewriter, 1868 


A paper folder of 1856 A portable house, 1879, when prefabrication was young 


ILLUSTRATIONS FROM CULVER SERVICE 
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A steam harvester of 1877 


The Month 


MONOPOLY STUDY—Members of the Government committee 
appointed to study monopolies. Included are members of Con- 
gress and various executive departments. Above, seated, left to 
right, Messrs. Borah, Oliphant, King, O’Mahoney (chairman), 
Sumners. Arnold, Eicher: standing, left to right: Messrs. Patterson, 


STATE OF THE WORLD 


Ferguson, Douglas, Lubin, Reece. Five basic subjects for study, 
according to Chairman O’ Mahoney, are suppression of competition, 
interlocking directorships, trade associations, relationship between 
corporate management and investor, and the use of patents. 
Members of the committee will be paired into six “subcommittees” 


Left, Howard 
of four, circled 


BIG INCOMES—Recently released Gov- 


Hughes, who, with a crew 

the earth by plane in 3 days and 19 hours. 

On far different missions, planes of the same 

general type have been participating in 

Japanese raids on China, and 200 are being 
built as reconnaissance bombers 


ernment figures show that 20 more persons 
reported net income of over $1,000,000, in 
1936 than in 1935—61 as against 41. The 
61 in 1936 reported total net income of $88,- 


222,000 and paid taxes of $62,548,000. The 


fe 


income class with the largest estimated 

income in both years was the group reporting 

net incomes of $2,500-$3,000 whose exemp- 

tions their non-taxable. 

These incomes aggregated $1,352,712.000 in 

1936. Below, tax files in the Bureau of 
Internal Revenue 


incomes 
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THE NEW BANK RULES—tThe new bank examination and invest- 
ment rules are to be given an experimental trial period, in accord- 
ance with the wishes of Secretary of the Treasury Morgenthau. 
(above). It is understood that certain Government officials who were 
skeptical of the workability of the new rules agreed to them on this 


condition. The trial period may be from three to six months 


TOO MUCH PLENTY—As a result of this year’s huge wheat crop, 

the A. A. A. has announced a national wheat acreage allotment for 

1938-1939 of 55,000,000 acres, which is the minimum permitted 

under the law. Below, newspaper reporters ready for the signal to 

release the Government crop estimate figures. The official figure 

for this year’s total available supply of wheat is 1,147,000,000 
bushels, against a “normal” of 866,000,000 


August 1938 


WORLD CONSUMPTION-—Sir John Si- 
mon, above, British Chancellor of the 
Exchequer, believes that few realize how 
much the world’s consumption of primary 
commodities has been affected by events in 
this country. One factor here was the growth 
of stocks in the hands of manufacturers. 
World consumption outside the United 
States, the British Minister says, showed 
no particular falling off in the first five 
months of this year 


EWING GALLOWAY 
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World’s Fair 


IDESPREAD banking interest in World's Fair savings 
Above, scale model of New York’s $150,000,000 Fair, which is now Wi. indicated by the reception accorded = club 
passing the halfway construction mark on the 121614 acre site at plans sponsored 
Flushing Meadow Park, 30 minutes from New York City cisco 1939 expositions. 
: The New York World’s Fair lists several hundred 
clubs established by banks of all types in 34 states, 
Some have followed the plan as proposed and taken 
advantage of the supplies-at-cost offer. Others have 
preferred their own systems or purchased materials 
from supply houses which have made the coupon book 
and double entry card systems available. 
The use of regular passbooks or certificates is sug- 
gested by the Golden Gate Fair Savings Club drive to 


DIM 
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SAVE TODAY 
TO SEE 
THE WORLD OF 
TOMORROW 


Above, lobby display in the National Savings Bank, 
Albany, New York. At right, promotional folder distrib- 
uted by the Fair for bank imprint and small coin saver to 


encourage deposit building (3 
WORLD'S FAIR 1939 


Below, specimen passbook issued by 

World’s Fair headquarters. Lower 

right, full color poster available for 
lobby display 


the hested arguments are start on special savings account started NOW at 
ing. With two World's Fairs scheduled for 1939. Merchants National Bank for (air expenses 
friends and even {amily members can't get to- 

gether on which they should see So come in NOW and start putting aude » lew 


coch wook in epoctal savings account 193s 


But one thing ts certain. Both New York and for fair expenses. We will be glad to open the 
account for you—and you will find it comes 
tn mighty handy when you start West or 

edvance — and such planning should be based North 


MERCHANTS NATIONAL BANK 


OF MOBILE, ALABAMA 


Above, centrally located banks 
may feature either or both 
Fairs 
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banks west of the Mississippi. Identifying stickers and 
stamps are furnished gratis. Many California banks 
have launched plans of their own. The ‘‘ Treasure 
Island Club’’, described in the captions below, is a 


notable example. 


Bank of America has included the exposition 


savings incentive in its regular Christmas Club 
appeal and attributes much of the 30 per cent gain in 
1938 memberships to thrifty-minded Californians 


planning exposition visits. 


At this pace, World’s Fair Clubs will fill the gap of 
club department activities between Christmas and 


vacation time. 


GOLDEN GATE INTERNATIONAL EXPOSITION * 19394 


{bove, folder and poster distributed 
by the Golden Gate Exposition for 
bank use 


Two Fairs 
To Choose From 


The New York 1959 World's Feir will have a worthy 
rival on the other side of the Continent. Work is 
already far advanced on the 1939 Golden Gate Interna- 
tional Exposition, to be held on a man-made island in 
San Francisco Bay. 


What better time to take your long-desired trip to the 
Coast? 

DAUPHIN DEPOSIT’S World Fair Thrift Club 
offers you an easy way to get ready for it with small 
weekly savings deposits, not to be withdrawn for 50 
weeks after you join. Come in for full particulars. 


PEABER FEDERAL RESERVE SYSTEM 
Harrisburg. Pa, 


A CENTURY OF SAFETY AND 


GOLDEN GATE FAIR SAVINGS CLUB 


Stavice~ 


{bove, one of the many 
Bank of America con- 
tributions to the stimu- 
lation of Fair interest. 
At left, an eastern bank 

takes a western view 


THE SAN FRANCISCO BANK 
has created 
THE TREASURE ISLAND CLUB 


to enable you 
te enjoy the EXPOSITION 


Above, colorful brochure produced by the San Fran- 
cisco Bank to announce its Treasure Island Club. 
Below, the certificate issued by the club to depositors. 
Deposits are recorded on the reverse side. This is 
a unique departure from the usual form of club 
materials 


, 
Maal 

of THE TREASURE ISLAND CLUB of The San Francisco Bank. and has selected THE TREASURE ISLAND CLUB 

PLAN of depositing with The San Francisco Bank the sum of Dollars 


Above, scale model of the man-made “Treasure Island”, covering 400 acres 
in San Francisco Bay. Visitors reach the island via trans-bay ferries and 
the San Francisco-Oakland Bay bridge 


CERTIFICATE, OF MEMBERSHIP 


THE SAN FRANCISCO BANK 


s ) on or betore jaring 
the year commencing on the date of this certificate. and has made the initial deposi! in accordance with such 
plan. with the abject of having on deposit, at the expizatian of such year. the total sum of 


The ecceptance of thia cerhicate the 
‘set forth on the reverse side hereo! governing The Treasure Isiand Club accounts. 


IN WITNESS WHEREOF. The San Francisco Bank has issued this certificate this day of 


~You will then be in a position tb really enjoy 


=> 


,world in miniature emerging triumphantly out of 

the sea will raise its gleaming turrets from the blue 
waters of San Francisco Bay on February 18, 1939.t The 
mystery of the Orient ...the romance of the old world... 
the scientific achievements of this new industrial age will 
each play its part in making this Pageant of the Pacific one 
which will be long remembered. You cannot afford to miss thes 
Exposition + The Golden Gate International Exposition is 
$50,000,000 project. Naturally the cost of seeing such a Fair 
will be an item to be considered. What is this Exposition 
going to cost you? You will want to enjoy the festivities; 
to entertain your friends; and to see the many objects of 
interesndrawn together from all parts of the globe and you 
will misq a glorious opportunity if you do not see it prop- 
erly. Why not be prepared? Start today to put aside a small 
atpount of money each month antl the Exposition opens. 


ot each di 


Je 
2 Sex y 
ings 
ran- 
ites, 
ken 
ave 
£2 / 
ty “WRING YOUR OWN TREASURE TO TREASURE ISLAND 
™ 4 + 
ND 
MEMO 
| 
Y 
we 


623 Bankers at New Brunswick 


Going to breakfast Notes Songs 


Instructor Waiting for lunch Faculty back to work 


i ' 2 
. q £ 
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THe RE WERE 623 bankers attending the fourth resident session of below, may be obtained from Richard W. Hill, Registrar, Gradu- 
the Graduate School of Banking, conducted by the American Bank- ate School of Banking, American Bankers Association, 22 East 
ers \ssociation at Rutgers University. Names of the student body 40th Street, New York City. The moving picture stills are from a 


and faculty, corresponding with the numbers in the large panorama film made on the last day of the 1938 session at New Brunswick 


Afternoon classes begin Arriving for graduation The graduates 


Lecture Faculty procession All aboard! 


Right, One of the 
fourth session classes. 
The faculty this year 
included thirty- 
two instructors 


Below, Dr. Harold 
Stonier, Director of 
the Graduate School 


Below, a short talk after lunch. Right, a classroom 
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Something New in Capital Loans 


N Great Britain the government and 
banks are working together under a 
formula designed to speed industrial re- 
A b 2 covery. One phase of this cooperation is 
n abu n da nce of based on the Special Areas Act. 
G00D LABOUR OF ALL K : The Ministry of Labor Report for 1937 
INDS states: ‘‘The Special Areas (Amendment) 
is available in the ee Act, 1937 which received the Roval As- 
‘ sent on 6th May 1937 extends the opera- 
| MM ED IATE tion of the Special Areas (Development 


and Improvement) Act, 1934 until 31st 
Vi S | N ITY ; March 1939 and enables further assistance 
f : to be given to the areas specified in the 

0 


first schedules to that Act, i. e., the special 
TREFOREST TRADING Z 


areas and to certain other areas. The main 
ATE ‘4 object of the Act is to induce the estab- 
EST J “fess lishment of new industrial undertakings in 
these areas. 
“Under the provisions of the Act, the 
INDUCEMENTS, including con- Commissioners for the Special Areas may 


tributions to Rent, Rates and Taxes, (a) let factories in the scheduled special 
and Loans at low interest for pur- 


chase of plant and provision of work- areas for occupation by new industrial 
undertakings, (b) provide financial as- 
of from 6jd. per sq. ft. per annum. 
sistance by way of contributions towards 
payments in respect of rent, rates or in- 
come tax for new industrial undertakings 
EVERY SOURCE OF POWER in the special areas and (c) contribute to- 
and every industrial service —an ward certain road and drainage expenses 
elaborate network of transport h 
services —direct access to Cardi in these areas. 
“The Treasury may provide financial 
assistance by way of loan to industrial 
undertakings established in the areas 
after the passing of the Act. 
Market of 4,000,000 people “ iti > > 
on your doorstep--10,000,000 In addition to the powers conferred 
people within a 100-mile radius. under this Act, provision was made in the 
Post this for full particulars of the X. Finance Act, 1937 to permit the Treasury 
as gy : to remit in whole or part the tax known 
as the National Defense Contribution in 


etc., to. Douglas A. Duncan, 
“Treading” certain cases of new industrial undertak- 
ings in these areas.” 


and Monmouthshire Trading Estates, Ltd., 44q Western Mail Chambers, 
(CONTINUED ON NEXT PAGE) 


GOVERNMENT-ASSISTED 
TREFOREST 
TRADING 
ESTATE 


(NEAR CARDIFF) 
Only 2) hours from London 


Cardiff. Telephone * Cardiff 3674. 
NAME 


BUSINESS ADDRESS 


A New Factory of any size on a Rental Basis 


ASSISTANCE WITH CAPITAL STANDS FOR 


the finest TRADING ESTATE 
in Europe. which. thanks to 
Contributions towards Rent, Rates and Income Tax 


Government backing, can 


build you a factory to your 


A B u N D exact requirements for rent 
A N T L A B 0 u R i alone — where labour is 
4 ready in abundance. 
These are among the advantages that await the industrialist 
who comes to the Special Areas, \n the Special Areas—in Northum- 
berland and Durham, Scotland, South Wales and West Cumberland — labour is TEAM 
plentiful, skilled and unskilled, male, female and juvenile. Transport communica- VALLEY 
tions are excellent, natural resources rich and varied. Conditions combine with i - 
Government assistance to give industry a start free from all encumbrances — the Trading 
best start it has ever been offered in any country’s industrial history. ESTATE 


IN YOUR OWN INTEREST, and that of the business you own or contemplate starting, you should 
know the full scope of these important schemes of assistance. Write for complete information to 
the Secretary, Commissioner for the Special Areas, Broadway Buildings, Broadway, London, S.W.1 
(for England and Wales) ; or at 13 Carlton Terrace, Edinburgh, 7 (for Scotland). 


Howse Newcastle-upon-Tone. 


AUGUST 1938 


ty 
H 
a 
H 
») 
43 


Something New in 
Capital Loans 


(CONTINUED) 

HE Labor Ministry report goes on to 

say: “In certain areas of heavy unem- 
ployment outside the special areas the 
Treasury may (a) provide financial as- 
sistance by way of loan to or subscription 
to the share capital of site companies in- 
corporated in these areas for the purpose 
of providing factories there with a view to 
inducing persons to establish industrial 
undertakings and (b) provide financial 
assistance by way of loan to industrial 
undertakings established after the passing 
of the Act in factories provided by the 
appropriate site company.” 

The advertisements shown on page 43 
are taken from a British trade publication. 
One of the advertisers, the Team Valley 
Trading Estates, has published a brochure 
which says: “Tenants on the Estate are 
able to obtain capital for their enterprises 
unprocurable in the ordinary course of 
business. In fact they have to show that 
although they have reasonable prospects 
of success on an economic basis, they have 
been refused, or are not for the time being 
in a position to obtain, money from banks 
or other financial institutions. In such cir- 
cumstances, the Special Areas Recon- 
struction Association is not only organ- 
ized to advance money; it is anxious to 
advance it for the purpose of setting up or 
carrying on businesses, particularly manu- 
facturing or productive businesses, in the 
special areas—in one of which the Estate 
is situated.”’ 

The brochure then explains the part 
that banks play in the scheme. The Spe- 
cial Areas Reconstruction Association, it 
says, “is not operating on Government 
money but on a fund of about £1,000,000 
privately subscribed by banks, insurance 
companies and individuals in the City of 
London.” 


The rental of ordinary Factories 
is 64d. to 8d. per square foot per 
annum. This rental includes land, 
complete with forecourt, paved 
yards and estate road charges. 
If a tenant requires special additions 
or fitments, i.e., wood-block floor- 
ing, insulation lining, special heating 
or ventilation, etc., an additional 
rental is charged based upon the 
net cost of such additiuns Rent 
covers an option, for a reasonable 
period, on unbuilt land adjoining 
the premises sufficient to accommo- 
date a 50 per cent. extension of the 
factory. An ordinary factory is 
equipped with all services including 
a complete central-heating system 
and electric lighting, with the 
exception of the actual lamps 


of the 


normal 


The local rates 


rates. 


able basis ; 


IT TAKES = 

75 DAYS TO 7 
a 

BUILD A 

FACTORY 

READY TO 

MOVE 

INTO 


ROOM TO EXPAND 
FACTORIES 
50% 


Free of Rent 


Above 


RATES AND 


principal 


TAXES 


in the Treforest 
Area compare favourably with those 
manufacturing 
districts in England. Under the 
De-rating Acts, industries are allow- 
ed a rebate of 75 per cent on the 
Assessments are 
calculated on an especially favour- 
many of the services 
usually undertaken by the Local 
Authorities being performed by the 
Estate Company and the relative 
charges included in the Rent. 
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sis 
SE 
rf RENTS & RATES:> ARE LOW 
‘ 
« 
$ 
RENT > 
not operatiog a profit mating basis Naturally this RATES ies 
lowers remts Further, the Estatc’s total contrast 1s lange rej 
Hence contractors’ prices are cut to the bene. Any couspansan a 
Prospecuve tcuant make of rents on the wath rents chewhen teen approved 
will show that rents oo the Estate are low L 
he T | 
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THE FOLLOWING FIGURES SHOW THE BASIS OF ESTIMATING RENTS « ’ on 
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45, Mull Manchester 1 | 
> 
| 
are two spreads from a book published by the Team Valley Trading Estates, 


setting forth the advantages available to industries 


rates. 


without charge 


Wide factory spacing and solid 
construction places the Estate Com- 
pany in a position to obtain Com- 
prehensive Insurances at favourable 
Tenants may obtain the 
services of the Estate Company’s 
Insurance Brokers who are prepared 
to advise on all classes of Insurance 


4 section of a folder issued by the Treforest Estates 


FINANCIAL 
FACILITIES 


Manufacturers considering estab- 
lishing themselves on the Estate 
may apply to the Commissioner for 
the Special Areas for financial 
concessions. Loans for the purchase 
of plant may be negotiated through 
the Special Areas Reconstruction 
Association, or through the Fund 
recently established by the Treasury. 
Capital may be obtained at a low 
rate of interest and, since the Estate 
docs not operate tor profit, factory 
overhead charges are exceptionally 
low. The Estate Company is in 
touch with certain Financial Houses 
who will consider the provision of 
capital. 
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PRESS COMMENT 
New York Herald Tribune — 
June 14, 
“Banks in widely scattered parts of 


the country recently have been giving a | 


S striking demonstration of the improve- 
ment that has taken place in their lot 
since the bankin 


At the year end this bank repaid 

$10,000,000 of the $25,000,000 of new 

capital it had received’ through sale of 

preferred stock. Encouraged by further 
and 


SE of the remaining $15,000,000 of its 
preferred stock.” 


Chicage Daily News—July 3, 1936— 


Sale of 50,000 shares of $100 par ~ 


x of The First National 
distnbuted to share 


000 
together with a like amount to be 
transferred from special reserve, will be 
added to the surplus fund."” 


Chicago Herald & Examiner- 
July 11, 1996— 


of 
$25,000,000 of pre- 
Finance Corporation two and one half 


years ago." 
Evening American — 
June 10, 1937- 
“Directors of The First National 
Bank meet. 


June 30. This action ine: 
- 4 the surplus of the bank to $30,000,000, 
which is the amount of the capstal.”” 
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RECENT news item from Cleveland, Ohio, stated 

that Walter I. Beam, executive vice-president of the 
Cleveland Chamber of Commerce and committee staff execu- 
tive, had announced the membership of the Chamber's com- 
mittee on banking and investment banking. Chairman of the 
committee is M. J. Fleming, president of the Federal Reserve 
Bank of Cleveland. 

The purpose of the committee is to assist in promotion of 
the Cleveland Plan, whose chief objectives include national 
publicity of the city’s achievements, in an effort to offset 
recent adverse publicity regarding the relief situation, and 
a city-wide survey to determine what products Clevelanders 
want and why they delay buying them. This Fall there will be 
a “Cleveland on Parade” celebration to acquaint buyers 
from national markets with the city’s products. 

Members of the committee are: E. E. Barker, the Cleve- 
land Trust Co.; Perey W. Brown, Hornblower & Weeks; 
John S. Clark, Herrick & Co.; Sidney B. Congdon, The 
National City Bank; J. H. Coolidge, McDonald-Coolidge & 
Co.; William R. Daley, Otis & Co.; John S. Fleek, Hayden, 
Miller & Co.; Allan C. House, Curtis, House & Co.; H. J. 
Huller, Hawley, Huller & Co.; Herman B. Joseph, Joseph & 
Co., Inc.; C. B. McDonald, McDonald-Coolidge & Co.; John 
C. McHannan, Central Nationa! Bank; William J. Mericka, 
William J. Mericka & Co.; R. V. Mitchell, Mitchell, Herrick 


MILLIONS IN 


ConcENTRATED in a single 20-mile section of the Contra 
Costa County shoreline, hardly more than a stone's throw from 
Oakland, are four great oil refineries whose anaual ourput is 
valued at more than $62,000,000. 

Here each day 138,200 barrels of petroleum ...one-forveth of 
all the world’s producon... lows up by pipeline and tanker 
from the rich felds of Oakland's trade empire to be trans- 
formed into gasoline, lubricants, solvents, chemicals, road ma- 
tenals, sprays, a thousand products vital to modern life and 
industry 

In these vast plants 6,284 laborers, craftsmen, experts, tech- 
maans, soenasts, earn annually more than $9,400,000. Oo 
them depend uncounted subsidiary factones, stores, industnal 
plants, fabricators, mills, suppliers. 

From this vast industry, Oakland and her neighbor cues gain 
much of their prospenty. Ia return, they supply transport, fin- 
ance, markets, render many a vital service. ‘Partmers im prog- 
ress, amd industry go forward together 
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& Co.; Maynard H. Murch, Maynard H. Murch & Co.; 
Robert O. Shepard, Field, Richards & Shepard, Inc.; 
C. B. Whitcomb, the Cleveland Stock Exchange, and 
Hamilton, Wilson, Smith, Barney & Co. 

Bankers are noted for their participation in move- 
ments of this sort, and in the absence of such concerted 
efforts their justifiable local pride takes other forms. 
For example, they are naturally inclined to praise the 
cities they have helped to build, and an effective ad- 
vertising theme is the result. The advertisements on 
this and the preceding page are typical of these tie-ups 
with local growth, prospects and patriotism. 


75 YEARS. from 
Crossroads to City 


the greater pan of the of 
East Orange through us three-quarters of century of 
civic and progres the record of the past 
played in that progres by the Essex County Trust Company, 
now the Fidelity Linson Treat Company. the largest bank 
ing wa New Jeney 

East Orange was still un ots twentics when the forerunner 
of the Essex County Trust Company was founded w 1892 
tt became 2 Trust Company sn 1902 and past of the Fidelity 
1955 


The present main building at Main Street and South 


ang East Orange wn 18 
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SYRACUSE —wieh its modera asrport—is an important part of call for Amencen Astines, 
Ine. Our direct routes to New York, Chicago and Boston afford fast tranaport not only to 
‘those cities but allo to intermediate cities and to pommts beyond. This puts all of the richest 
industrial end commercial territory in the United States in the ummedsete amghborhood 
Moreover, ance Syracuse is the air center for up-etate New York. st becomes more and more 
the natural tavel gateway for large and busy territary. Syracuse ais traffic bound 


to boundary cities im the United States: to Miami, Los Angeles, Seattle or New 
Orleans! 

The big transport planes that glide down to the runways out at Amboy coa- 
nect with all the airlines that criss-cross the nation for more thas 31,000 miles. 

Syracuse—by but wink-end-e-nod from Albany of, Buffalo. You 
barely have time to read « newspaper or write a couple of letters while you fy to 
New York or Cleveland 

Rapid air transport of mail, passengers and express has made Syracuse « 
next-door neighbor to the nation, particularly to that rich region of which it is 
part, the so-called industrial section of America. 

Lincoln Bank sees modern air facilities as another im the long list of edvan- 
tages which Syracuse offers business and industry. New businesses and estab- 
lished businesses seeking to capitalize on the fullest possibulities of Syracuse, will 
find the attitude of thie progressive bank encouraging sod helpful. 


‘LINCOLN 


National Ban and Company 


SEMINOLE— 
The Epitome 
of 


Agricultural Florida 


Seminole. “The Biggest Little County 
in Florida” is perhaps the most highly 
cultivated county in the State. represent- 
ing agricultural Florida at its best It 
ships. the equivalent of a solid carload 
of fruits and vegetables every hour of the 
day and night throughout the year. 


Celery constitutes its principal crop— 
more than one-fourth of that product 
consumed in the United States being 
grown in Seminole. In normal crop 
years over 7,000 cars are shipped, with 
frequently as many as 100 cars a day 
going out at the peak of the season, 
which 1s usually at this time of the year. 


The Seminole County celery growers are 
called the Nation's neatest farmers, and 
their miles of beautiful fields in perfect 
planting alignment are well worth seeing. 


Sanford, renowned as “The Celery 
City”. is the leading city—and county 
seat—of Seminole County. It is also the 
site of The Sanford Atlantic National 
Bank, an important member of The 
ATLANTIC Group. which is taking 
prominent part in the development of 
that substantial and progressive com- 
munity through a sound policy of finan- 
cial co-operation with both agriculture 
and industry 


The concerted opinion of leading health authorities gives celery @ high ranking 
among vegetables containing healthful food values. Free copes of an especially 
prepared celery recipe folder are available at this bonk upon request. Call, or 
write. for one and learn more about the various ways this excellent Florida food 
product may be used in the preparation ef well balanced meals 


TATLAN TIC 


NATIO 


Or JACKS 


COOPERATING 


to Build 
a Greater 


Memphis and 
Mid-South 


BANK, 


For over 68 years U. P. National has helped develop 
business in this section. And as we go into 1938 we 
renew our pledge of wholehearted cooperation in 
the building of a greater Memphis and Mid-South. 
To this end we believe it is OUR BUSINESS to work 
hand-in-hand with individuals, firms, and industries 
... in every sound and constructive manner. 


NORTH MEMPHIS , MANHATTAN 
Main at at Second 


BRANCHE 


* Member Federal Deposit Insurance Corporation * 
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10 SERVE YOUR BANK... 
RECORDAK 

FFICES AT 12 STRATEGIC 
POINTS THROUGHOUT THE 
cu 


From key cities covering all sections 
Recordak provides prompt, complete 
service on film, equipment, and main- 
tenance. 


ECORDAK, the safest, fastest, most ac- 
curate and most economical system of 
bank accounting. It eliminates expensive, 
involved machines, freeing their special- 
ized, high-salaried operators for other 
work... ends duplication of effort... lost 
motion...umnecessary overhead and costly 
overtime work. It provides photographic 
records of every transaction... records 
that are tamper-proof, extraction-proof, 
alteration-proof ... speedily made... easily 
handled and filed...a safeguard to bank 

and depositor alike. 

eee [ Users of Recordak report savings up to 45% net on | 


A Recordak installation carries no burden of pur- 


chasing new equipment. For Recordak Systems are 
rented, not sold...no capital outlay required, no de- 
preciation, no special operator needed. A FE ¢ 0 R D A 4 
@ ‘ 
Recordak Photographic Accounting Systems are Photographic Accounting 
serviced from 12 conveniently located offices... one close 


to your bank. Recordak Corporation, Subsidiary of 
Eastman Kodak Co., 350 Madison Ave., NewYork, N.Y. Systems 
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PERMANENT 
HEATING 
EXHIBITS! 


ODERN ANTHRACITE EQUIPMENT 
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Every day, property owners visit these permanent ex- 7 
hibits of Anthracite Industries, Inc., in Philadelphia, ! 
New York and Boston. Here in convenient locations, pr 
they can examine the newest equipment developments. a 
th 

In these days the annual cost of heating, rather than the a 
unit cost of fuel, is becoming more and more important pe 
to financial institutions interested in property. The a¢ 
‘ ce 
public is becoming increasingly aware of the new con- of 
) 

venience and modern comfort to be found in today’s It 
Anthracite equipment, added to the inherent safety, ti 
cleanliness and economy of the fuel. . 
ay 

At the three permanent showrooms, all in- in 

formation regarding any heating requirement 

for new projects will be provided. Information 

about modernizing existing heating systems is S 

also available. 

These permanent exhibits are maintained ‘ 

for the convenience of every one interested in t 
heating. Visit them and see the newest and I 


most modern developments in the field of home- 


heating today. 


INDUSTRIES, wc. 


CHRYSLER BUILDING, NEW YORK 


BANKING 
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A.B.A. Groups Undertake Wide 
Study of Bank Earning Power 


Research Council Is 
Supervising Project; 
Repor ting at Houston 


The practical effect on the 
earning power of banks of cur- 
rent political, social and eco- 
nomic developments in the 
United States and abroad will 
be revealed in the findings of 


studies now being made under | 


supervision of the Research 


ers Association, it is announced 
by Gurden Edwards, director 


port on the various phases of 


this study, which will be de- | 


veloped by the Council and 
other specialized research bod- 
ies in the Association, will be 
made to the Association’s 
membership at the annual 
Convention to be held in 
Houston, November 14-17. 


The Council is surveying the | 


profits and losses arising from 
various departments in banks, 
the possibilities of developing 
new sources of income through 
personal loan departments and 
adequate service charge pro- 
cedures, and the development 
of bank operating economies. 
It is also restudying the ques- 
tion of competition with bank- 
ing by Government lending 


agencies, and means for meet- | 


ing such competition. 
A detailed study of earnings 


and expenses for 1937 of all | 
commercial banks in the United | 


States is being compiled by the 
Bank Management Commis- 
sion through arrangements with 
the office of the Comptroller of 
the Currency, the Federal De- 
posit Insurance Corporation 
and the Federal Reserve Board. 
The study will include a break- 


down by states and by sizes of | 


banks, showing for each group 
the detailed sources of their 
expenses and earnings. 

A study of changes in the 
composition of the earning 
assets of American commercial 
banks in respect to their rela- 
tive holdings of loans and in- 


vestments, and the yields on | 
these assets, previously made | 
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| president, 


| President Adams says in a let- 
Council of the American Bank- 


| the 


Committee Reviews 
New Banking Laws 
The A.B.A. Committee on 
Federal Legislation, of which 
Robert M. Hanes, Second Viec- 
chairman, has 
compiled a summary of 16 laws 
affecting banking enacted by 
the second and third sessions of 
the 75th Congress. It also re- 
views unenacted bills which, as | 


is 


ter to A.B.A. members, “indi- 


| cate the trend of banking legis- | 


“ : | lation and which may be ex- 
of the Council. A general re- | 


pected to reappear at the next 
session.” 

With all the bills, Mr. Adams 
points out, the Committee and 
Association’s — enlarged | 
Washington staff had to deal. 


| by the Economic Policy Com- 


mission, is being brought down 
to date. 
In addition to these studies 


in American banking condi- 


tions, which are of direct prac- 


| tical application to bank opera- 


tions, the Council is gathering, 
through cooperation with sev- | 
eral bank economists in lead- | 
ing nations, material relating | 
to practical and_ theoretical | 
changes in banking conditions 
in other countries, with special 
attention to the part played by 
social, political and govern- 
ment philosophies and policies, | 
as well as economic factors with 
respect to practical banking | 
operations. An effort is being 
made to obtain information as 
to the permanency and funda- 
mental significance of current 
conditions tending to depress 
the earning power of banks. 
There is also being prepared 
a survey on the world-wide fall 
that has occurred in interest 
rates on bank loans and yields 
on bank investments, together 
with analyses of the changes 
which are taking place in the 
composition of commercial bank | 
earning assets. The survey also 
comprises an analysis of earn- 


| ings, expenses and net profits 


of commercial banks in over a 
score of nations, and a study as 
to the yield on banking capital. 


PAPER 


Research Unit Head 


Leonard P. Ayres, vice-presi- 


| dent, Cleveland Trust Co., 
| and chairman of the A.B.A. 


Research Council 


Make Plans For 
Regional Unit 


Northeast May Have 


|New Banking Group 


Officials of bankers’ as- 
sociations in the Northeastern 
states have taken steps to form 
an organization patterned after 
the Central States Conference. 

Preliminary plans were made 
at a meeting held recently at 
the Summer home of G. Harold 
Welch, secretary of the Con- 
necticut Bankers Association, 
at Johnson's Point, Conn. Mr. 
Welch was elected chairman of 
the group. Those present in- 
cluded: George C. Fernald, 


| secretary, Maine Bankers As- 


sociation; John S. Gwinn, secre- 
tary, Massachusetts Bankers 


| Association ; W. Gordon Brown, 


executive manager, New York 
Bankers Association; A. H. 


| Coate, secretary, New Jersey 
| Bankers 
| Frank W. Simmonds, Senior 


Association; and 


Deputy Manager, American 
Bankers Association. 
The meeting adopted a reso- 


lution inviting the American | 
Bankers Association to hold its 
next regional conference in a | 


New England city. New Haven 


| was favorably considered by 


the secretaries present. 

Subjects relating to state 
association management were 
discussed and there was an ex- 
change of ideas on legislative 
programs, bulletins, 
conventions, conferences and 
similar matters. 


annual | 


Banks Are Eager 


Grant Loans 


Adams Makes Reply 
To The Criticism Of 
Banks By Jones 


The unwillingness of busi- 
ness men to borrow at this time, 
rather than the reluctance of 
bankers to lend, is responsible 
| for any lag in expansion of 

commercial bank loans, said 
| President Orval W. Adams of 
the A.B.A. recently. 
He was replying to comment 

by Chairman Jesse Jones of 
| the R.F.C. to the effect that if 
banking was to remain in 
private hands it must meet the 
country’s credit needs. 

| As evidence of bankers’ will- 
ingness to lend, Mr. Adams 
cited the rise in loans and in- 
| vestments of Reserve members 
| from 25 to 32 billions in the 
past five years. Commercial 
loans increased from 5 to 7 
billions through 1936 and 1937. 
The decline this year, he said, 
has been “‘negligible’’ relative 
to the decline in business. 

The fact that industrial 
loans by the Reserve banks 
stand at only 16 millions was 
offered by Mr. Adams as fur- 
ther proof banks were meeting 
all legitimate credit needs. 

‘“‘Loaning money to business 
is the prime function of the 
commercial banks,” Mr. 
Adams stated, ‘‘and they are 
therefore making every effort 
to find suitable borrowers. It is 
their task to find loans that are 
truly useful and bankworthy 
—that both give justified credit 
assistance to sound business 
enterprise, large and small, and 
at the same time protect the 
| interests of the depositors 
whose money is loaned. 

“In its recent report the 
Federal Deposit Insurance 
| Corporation states that the 
‘quality of the assets of a bank 
is of equal importance to ade- 
| quacy of capital.’ With excess 
reserves as large as they now 
are the ever present danger is 
not that too little credit will 
be extended, but that a de- 
terioration in the quality of 
| bank loans will take place.” 
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Griswold Invites Trust Division 


Members To Midwest Conference 


Committees Selected 
For Chicago Meeting 


Members of the A.B.A. 
Trust Division have been in- 
vited by Robertson Griswold, 
President of the Division and 
vice-president of the Maryland 
Trust Company, Baltimore, to 
participate in the ninth Mid- 
Continent Trust Conference to 
be held at the Stevens Hotel, 
Chicago, September 29 and 30. 

In a letter addressed to the 
Division members, Mr. Gris- 
wold recalled that the last 
Mid-continent Trust Confer- 
ence was held in Milwaukee in 
November 1932. “For the past 
two years,” he said, ‘there 
has been an increasing demand 
among the trust men of the 
Midwest for a resumption of 
this conference. Last December 
a questionnaire was sent to all 
trust institutions in this area 
and about 80 per cent of the 
men returning the question- 
naire were in favor of having a 
conference this year. 

“Many important and time- 
ly trustsubjectsarebeinginclud- 
ed in the program now in prep- 
aration. Several speakers of 
national prominence have al- 
ready accepted invitations to 
speak. In addition, there will be 
ample opportunity for open- 
forum discussion. A banquet 
is planned for the evening of 
September 29.” 

The Corporate Fiduciaries 


Association of Chicago is host 
to the conference this Fall. 
Ronald M. Kimball, secretary 
of the Continental Illinois 
National Bank and _ Trust 
Company, who is president of 
that association, has announced 
the appointment of the fol- 
lowing conference committees. 
Advisory Committee: Charles 
G. Dawes, chairman of the 
board, City National Bank & 
Trust Co. of Chicago, chair- 
man; Laurance Armour, presi- 
dent, American National Bank 
and Trust Company of Chicago; 
Edward E. Brown, president, 
First National Bank of Chica- 
go; Walter J. Cummings, chair- 
man of the board, Continental 
Illinois National Bank and 
Trust Company; William C. 
Cummings, president, Chicago 
Clearing House Association, 
and president, Drovers Na- 
tional Bank; Howard W. Fen- 
ton, president, Harris Trust & 
Savings Bank; David C. Reim- 
ers, president, Live Stock Na- 
tional Bank; George J. Schaller, 
president, Federal Reserve Bank; 
Solomon A. Smith, president, 
Northern Trust Company. 
Committee of Corporate Fi- 
duciaries Association: Ronald 
M. Kimball, secretary, Con- 
tinental Illinois National Bank 
and Trust Company, chairman; 
O. A. Bestel, vice-president, 
First National Bank of Chicago; 
Chester R. Davis, vice-presi- 
dent, Chicago Title & Trust 
Company; Harold Eckhard, 


CONVENTIONS 


Robertson Griswold 


vice-president, Harris Trust & 
Savings Bank; Arthur H. Ev- 
ans and M. E. Feiwell, vice- 
presidents, American National 
Bank and Trust Company; 
W. W. Hinshaw, Jr., secretary, 
City National Bank and Trust 
Co.; Thomas J. Hoban, counsel, 
Chicago Title & Trust Com- 
pany; Clarence B. Jennett, 
vice-president, First National 
Bank; Arthur T. Leonard, 
vice-president, City National 
Bank and Trust Co.; Mark W. 
Lowell, vice-president, Con- 
tinental Illinois National Bank 
and Trust Company; L. L. 
McArthur, Jr., and Harold H. 
Rockwell, vice-presidents, North- 
ern Trust Company; C. J. 
Roubik, Jr., secretary, Harris 
Trust & Savings Bank. 
Committee on Arrangements: 
C. Edgar Johnson, assistant 
cashier, First National Bank, 
chairman; Edward A. Berndt, 
American National Bank and 
Trust Company, meeting places; 
J. Mills Easton, manager of 
advertising and publicity, North- 
ern Trust Company, publicity; 
Fred W. Hawley, Jr., assistant 


I.B.A. Pledges Its 
Aid To the S.E.C, 


Directors of the Investment 
Bankers Association of Ameri- 
ca, meeting in Chicago, urged 
the 705 members to support 
the organization of self-regula- 
tory associations to be set up 
under the Maloney Act for the 
regulation of the over-the- 
counter security business. 

The board decided that the 
I.B.A. itself should not regis- 
ter, but pledged the associa- 
tion’s cooperation with the 
Securities and Exchange 
Commission. 


G.S.B. Pictures 


Pictures taken during the 
fourth resident session of The 
Graduate School of Banking at 
Rutgers University will be 
found on pages 40, 41 and 42 
of this issue. 

Excerpts from the com- 
mencement address by Presi- 
dent Lewis of Lafayette College 
appear in the Digest on page 
90. 


secretary, trust division, Con- 
tinental Illinois National Bank 
and Trust Company, program; 
Merwin Q. Lytle, assistant sec- 
retary, trust division, Harris 
Trust & Savings Bank, regis- 
tration; Harold Moore, vice- 
president, Chicago Title & 
Trust Company, entertain- 
ment; W. E. Toon, assistant 
trust officer, City National 
Bank and Trust Co., hotels. 


. 14-17 


Sept. 8 

. 14-15 
Oct. 11-12 
. 11-12 


. 15-19 
Aug. 15-20 
Aug. 22- 

Sept. 2 
Aug. 24-27 


Sept. 8-9 


Sept. 12-13 


American Bankers Association 
. 29-30 Mid-Continent Trust Conference, Chicago, Illinois 


Annual Convention, Rice Hotel, Houston, Texas 


State Associations 


Delaware, Rehoboth 

Kentucky, Lafayette Hotel, Lexington 
Nebraska, Omaha 

Arizona, Westward Ho Hotel, Phoenix 


Other Organizations 


Arkansas Bankers Seminar, University of Arkan- 
sas, Fayetteville 

Municipal Finance Officers Association of the 
United States and Canada, St. Paul, Minnesota 
Pacific Northwest Banking School, The University 
of Washington, Seattle, Washington 

Virginia Bankers Conference, University of Virginia, 
University, Virginia 

Maine Savings Banks Association, Rangeley Lake 
Hotel, Rangeley 

Insurance Advertising Conference, Oyster Harbors 
Club, Osterville, Cape Cod, Massachusetts 


Sept. 21-23 National Industrial Advertisers Association, Cleve- 
land, Ohio 

Oct. 3-8 National Business Show, Commerce Hall, Port 
Authority Building, New York City 

Oct. 10-12 The Morris Plan Bankers Association, The Green- 
brier, White Sulphur Springs, West Virginia 

Oct. 11-14 Mortgage Bankers Association of America, Chicago, 
Illinois 

Oct. 24-29 Investment Bankers Association of America, White 
Sulphur Springs, West Virginia 

Oct. 31- National Foreign Trade Convention, New York 

Nov. 2 City 
Oct. 31- Financial Advertisers Association, Texas Hotel, 
Nov. 3 Fort Worth, Texas 

Nov. 10-11 National Association of Real Estate Boards, Mil- 
waukee, Wisconsin 

Nov. 10-12 National Association of Supervisors of State Banks, 
Hot Springs, Arkansas 

Nov. 11-18 National Automobile Show, Grand Central Palace, 
New York City 

Nov. 14-16 National Association of Bank Auditors and Comp- 
trollers, Houston, Texas 

Nov. 14-17 Association of Bank Women, Houston, Texas 

Nov. 14-17 


National Security Traders Association, Miami, 
Florida 


| | 
| 
| 
| 
| } 
| 
| 
| 
| | 
| | | 
| 
| 
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Bankers Present 
$750 To Rutgers 


G.S.B. Alumni Body 
Now Totals 340 


Students in The Graduate 
School of Banking, conducted 
by the American Bankers As- 
sociation at Rutgers Univer- 
sity, are taking a vacation from 
study preparatory to resuming 
their extension work at home 
early in the Fall. 

The School’s fourth resident 
session at Rutgers ended July 1 
with commencement exercises 
for the Class of 1938, number- 
ing 149 men. This was the 
second class to complete the 
two-year course for bank offi- 
cers. There is now an alumni 
body of 340. 

Joseph E. Healy, president 
of the Citizens National Bank, 
Hampton, Va., is president of 
the 1938 class, and Frank M. 
Dana, secretary of the operat- 
ing committee of the Bank of 
America, N.T. & S.A., San 
Francisco, is secretary. 

At the commencement cere- 
mony the graduating class pre- 
sented Rutgers with $750 to 
add to the fund created by the 
Class of 1937 for the establish- 
ment of a financial library at 
the university. The presenta- 
tion was made by W. Dale 
Critser, assistant cashier of the 
Fourth National Bank, Wi- 
chita, Kansas. 

The commencement address 
was by Dr. William Mather 
Lewis, president of Lafayette 
College. Addresses were also 
made by Dr. Robert Clothier, 
president of Rutgers, and 
Lewis E. Pierson, chairman of 
the School’s board of regents 
and chairman of the board, 
Irving Trust Company, New 
York. 


Coast Trust Meeting 


Plans are being made for the 
16th Regional Trust Confer- 
ence of the Pacific Coast and 
Rocky Mountain States to be 
held in San Francisco Oct. 19- 
21 under auspices of the A.B.A. 
Trust Division. 

The conference includes the 
following states: Washington, 
Oregon, California, Idaho, Ne- 
vada, Utah, Arizona, Montana, 
Wyoming, Colorado, and New 
Mexico. 
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Dr. Robert C. Clothier, pres- 
ident of Rutgers University 


National Bank Division Head 


Favorable to New Regulations 


Russell G. Smith Sees Credit Liberalized 
With Helpful Effect On Nation’s Economy 


The recent regulations governing the purchase of investment 
securities by national banks were endorsed by Russell G. Smith, 
President of the National Bank Division of the American Bank- 
ers Association, in a telegram to Marshall R. Diggs, acting 
Comptroller of the Currency. Mr. Smith is cashier of the Bank 
of America, National Trust and Savings Association, San 


Report on School Savings Work 
Is Issued By A.B.A. Committee 


Thrift Departments’ 
Set-Up Discussed 


Practical information about 
school savings banking is offered 
in a report just completed by 
an A.B.A. Savings Division 
committee. 

Entitled ‘School Savings in 
Action”’, the study, in the form 
of articles by members of the 
Committee on School Savings 
appointed nearly two years ago, 
tells how to start and operate 
these departments, and how 
banks can best benefit from 
them. There are also statistical 
tables. The contributors repre- 
sent successful systems in vari- 
ous parts of the country. 

The committee comprises: 
Robert W. Sparks, vice-presi- 
dent, Bowery Savings Bank, 
New York, chairman; Carl 
Banigan, assistant vice-presi- 
dent, Bank of America, N. T. & 


Foreign Trade 


A committee of New York 
bankers has been appointed to 
assist in arranging for the bank 
session of the National Foreign 
Trade Convention, to be held 
in New York, October 31 to 
November 3. 

The committee chairman is 
C. W. Higley, second vice- 
president in the foreign depart- 
ment, Chase National Bank. 
Other members are: Clinton C. 
Johnson, manager of the for- 
eign department, Chemical 
Bank and Trust Company; 
W. A. Mitchell, head of the 
letter of credit department, 
J. P. Morgan & Co.; Wilbert 
Ward, assistant vice-president, 
National City Bank; C. E. 
Hunter, vice-president, New 
York Trust Company. 


Robert W. Sparks, vice-presi- 
dent, Bowery Savings Bank, 
New York, and chairman of 
the school savings committee 


S. A., San Francisco; Julius P. 
Brown, Savings Bank of New 
London, Conn.; Florence Dick- 
son, secretary, Paterson (N. J.) 
Banks School Thrift Associa- 
tion; P. D. Esau, Farmers & 
Mechanics Savings Bank, Min- 
neapolis; J. Frank Fields, Re- 
public National Bank and 
Trust Co., Dallas; Avery J. 
Gray, director, Los Angeles 
City and County School Sav- 
ings Association; Christine 
Morgan, Philadelphia Savings 
Fund Society; Frank Wartur, 
Yonkers (N. Y.) Savings Bank; 
and W. Espey Albig, Deputy 
Manager, American Bankers 
Association, secretary. 

Copies of the report have 
been sent to state superintend- 
ents of education and to Sav- 
ings Division committeemen. 


F.A.A Convention 

The convention of the Fi- 
nancial Advertisers Associa- 
tion at Fort Worth, Oct. 
hear a 


31-Nov. 3, will 
series of talks by Dr. James 


C. Dolley, professor of 
banking at the University 
of Texas. 


Francisco, California. 

“The new regulations gov- 
erning investment in securities 
by national banks just issued 
by your office will,” said the tele- 
gram, ‘‘be very favorably re- 
ceived by national bankers the 
country over. The credit-lib- 
eralizing features of the regula- 
tion show an enlightened recog- 
nition of the medium term 
capital requirements of the 
smaller business and industrial 
organizations and unquestion- 
ably will make it possible for 
national banks to supply more 
fully the financial needs of their 
communities. The beneficial 
effects of this new regulation 
on both industry and banking 
will undoubtedly become in- 
creasingly apparent as time 
goes on. I feel sure that I voice 
the thoughts of national bank- 
ers generally when I say that 
we are ready and willing to do 
our proper share to assure to 
the nation’s smaller business 
units the fullest measure of 
benefit under its provisions. 

“Tl expect to see a growing 
proportion of the present idle 
credit in banks released for the 
constructive use of business 
during the coming months, 
with a _ resultant decidedly 
wholesome effect on the na- 
tion’s economic activity.” 

Mr. Smith pointed out that 
“under the regulation national 
banks will be permitted to in- 
vest in the bonds of local cor- 
porations even though the se- 
curities are not quoted on 
stock exchanges when they are 
issued by established concerns 
which can demonstrate the 
ability to service the bonds. 
There is a further requirement 
that such securities must be 
amortized to reduce the fi- 
nancial obligation by at least 
75 per cent at maturity and 
that such maturity shall not 
be later than 10 years.” 

“This is thoroughly sound 
and harmonizes fully with the 
judgment of bankers gener- 
ally,” he said. 
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NEW BOOKS 


After-Vacation Reading 


LTHOUGH Summer is traditionally the time for “light 
A reading”, or even for no reading at all, it can also 
be a time for good resolutions. He who reads for 
profit may declare a holiday from economic and financial 
titles, but in his preoccupation with vacation keeps a weather 
eye on the new book lists and makes at least a mental note of 
candidates for Fall attention. 
Here, for example, are a few, briefly reported. He who 
golfs may skim, skip, read or postpone. 


Business and Modern Society. Edited by Malcolm P. Mc- 
Nair and Howard T. Lewis. (Harvard University Press, 
Cambridge, Mass., $5.) Fourteen members of the faculty of 
the Harvard Business School here offer their varied personal 
views on many business problems of the present day. Some 
of these problems are of a broad social nature; others have to 
do with price regulation, accounting reforms, cost control, 
business cycle theories, marketing, consumption, agriculture, 
public utilities, and the Federal debt, with particular refer- 
ence to bank holdings and monetary control. Contributors 
to this thoughtful symposium are: Dean Wallace B. Don- 
ham and Professors F. J. Roethlisberger, N. S. B. Gras, 
Nathan Isaacs, T. H. Sanders, W. A. Hosmer, Ross G. 
Walker, Malcolm P. McNair, Sumner H. Slichter, Joseph 
B. Hubbard, Stanley F. Teele, Harry R. Tosdal, Deane W. 
Malott, and C. O. Ruggles. The editors also are members 
of the faculty. 


Merchants of Peace. By George L. Ridgeway. (Columbia 
University Press, New York, $3.75.) The objectives and 
activities of the International Chamber of Commerce are 
considered in this volume. The author’s purpose is to make 
known the results of 20 years of “business diplomacy” 
through the organization whose current president is an 
American, Thomas J. Watson, president of International 
Business Machines Corporation. The two decades of busi- 
ness history here surveyed have witnessed organized efforts 
by business to attain international security, and it is this 
story that Professor Ridgeway—he is associate professor of 
history at Wells College—has recorded. 


Statistical Methods as Applied to Economics and Business. 
(Revised.) By Frederick Cecil Mills. (Henry Holt, New York, 
$3.75.) The author, professor of economics and statistics at 
Columbia University, has amplified a work first published 
14 years ago. Two-thirds of the text deals with the de- 
scriptive aspects of statistics, the remainder discusses prob- 
lems of statistical inference and more advanced phases of 
statistical description. 


Business Organization and Combination. (Revised Edition.) 
By Richard N. Owens. (Prentice-Hall, New York, $5.) That 
a new edition of Professor Owens’ book should be necessary 
after only four years is a rather interesting commentary on 
the rapidity with which developments—largely legislative 
—have affected business since 1934. Although the NRA was 
declared unconstitutional in 1935, its effect, the author 
points out, has been apparent in several directions; and we 
also have the Public Utility Act, control of security issues, 
chain store and price legislation, to mention some of the new- 
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comers since the original edition appeared. This material is 
mostly covered in four new chapters. Dr. Owens is professor 
of accounting and business administration at George Wash- 
ington University. 


When Capital Goes on Strike. By Arthur Dahlberg. (Har- 
per, New York, $2.50.) Dr. Dahlberg sets out to show how 
and why capital is striking. He concludes that there is a 
limit to the indebtedness which the Government can incur 
by borrowing to make purchasing power, and proposes a 
tax against the holding of money—a “hoarding tax”— 
the aim being to find a way to accelerate business with 
Government spending or price fixing. Much of the book is 
devoted to an exposition of this novel proposal. 


ANNOTATIONS 


Banker’s Manual of the Uniform Negotiable Instruments 
Law. (Michie Company, Charlottesville, Va., $1.25.) Edited 
by Charles W. Sublett, the manual contains complete an- 
notations with editorial notes dealing specifically with legis- 
lative changes effected in Illinois, Indiana, Kentucky, Michi- 
gan, Missouri, Ohio and Wisconsin. 


Annotations on Small Loan Laws. By F. B. Hubachek. 
(Russell Sage Foundation, New York, $3.) Essentially a 
legal reference book, this volume is intended for the use of 
prosecutors, state officials supervising the small loan busi- 
ness, legal aid societies and ‘‘other agencies interested in 
the protection of borrowers’’. It contains comment and cross 
references, and discusses evasions. The basis for organizing 
the material is the Sixth Draft of the Uniform Small Loan 
Law. Mr. Hubachek, of the Chicago Bar, has been for 10 
years chairman of the law committee of the American As- 
sociation of Personal Finance Companies. 


The Dollar. By John Donaldson. (Oxford University 
Press, New York, $3.75.) Subtitled “‘A Study of the ‘New’ 
National and International Monetary System”’, this book 
by the professor of political economy at George Washington 
University examines an eventful period in monetary affairs— 
from the Spring of 1933 to the Autumn of 1936. Professor 
Donaldson outlines principal monetary measures adopted 
by this country since 1932, considers motives and objectives, 
studies their varied internal and external effects, and gives 
attention to recent international stabilization arrangements 
and the world outlook. The study provides perspective for 
the student of economic problems. 


Modern Banking. By R.'S. Sayers. (Oxford University 
Press, New York, $4.25.) Much of this book is in terms of 
British institutions. Commercial and central banking, the 
discount market, foreign exchanges, government financial 
policy and the banking system, and nationalization of bank- 
ing are among the subjects discussed. The author is a lecturer 
in economics at the University of Oxford. 


Commercial Banking and the Stock Market Before 1863. 
By Joseph E. Hedges. (Johns Hopkins Press, Baltimore, 
$1.50.) The author studies his subject as expressed in the 
call loan mechanism in New York. 
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METHODS and IDEAS 


Distance . . By Cash 


E First Trust AND 
Company of Syracuse gets after the 
“stop and go” problem of paying 
bills by cash. Illustrating a recent ad is a 
bird’s-eye view of downtown. Off on a 
side street the eye catches the beginning 
of a bill-payer’s trek in and out of a 
dozen stores criss-crossing Main Street. 
Copy suggests that if you pay your bills 
in cash and call on every creditor the 
amount of wasted steps and lost time 
per year is astounding. Here is a sales 
argument for checking accounts which 
is seldom told as effectively. Just to 
hazard a guess, from where we sit it 
looks like a good annual 50 mile jaunt 
to pay bills by cash. 


America’s Future 


EVERYBODY’S STAKE IN INDUSTRY is 
the thought keynoting Crocker First 
National Bank’s latest educational 
campaign in San Francisco papers. Gen- 
erous space airs industrial facts for the 
edification of those whose lives lead 
them by the factory gate. Pie charts and 
other simple illustrations emphasize 
points of development which are likely 
to be lost in the shuffle of prejudiced 
opinion. Facts attempt to prove that 
new enterprise is the best answer to 
obsolescence, which has cost labor so 
dearly in the industrial field. Proof in 
part is based on the record of 16 major 
industries, wholly developed in the last 
50 years, which have created a million 
new jobs for labor and in addition 
caused related enterprises to employ a 
million more technicians, salespeople 
and others. Healthy industry, as the 
theme runs, is the principle generator of 
new wealth. The bank holds that the 
potential future of America is being 
born in the laboratories and testing 
grounds of industry today. 


Pertinent Point 


BANKING IS A COMPETITIVE BUSINESS, 
but comparative advertising is the one 
evil conspicuously absent in bank pro- 
motion. Some say, however, that there 
is a slight trace of it when larger and 
older institutions emphasize age and 
size. This type of sloganeering is not in- 
tentionally done to discredit other in- 
stitutions, though it is rarely qualified 
to the public. 

Yet there are a great many people 
happy to remain in the homey atmos- 
phere of the smallest bank. The serious 
part, if any, comes where the unin- 
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Compiled by John J. McCann, Jr., 
Advertising Manager of the National 
Savings Bank, Albany, New York 


formed portion of the public, believing 
that size denotes soundness and strength, 
will shun the small bank in preference 
for the larger one. These points are of 
little consequence apparently, but still 
it is well to mull them over. What brings 
all this up is a refreshing variation found 
as a by-line in Seattle First National 
Bank’s advertising. The line reads: “The 
Largest of Many Excellent Banks in the 
Northwest.” The courtesy extended 
here is worth applauding. 


Trust Principles 


THE SAFE DEPOSIT AND Trust Com- 
PANY of Baltimore runs a new news- 
paper series developed under the theme, 
“A Statement of Trust Principles’, as 
adopted by the American Bankers As- 
sociation. Copy quotes full text of reso- 
lutions and gives reference atop each ad 
to article, section and paragraph num- 
bers. Institutional tie-in following quotes 
deals with each point as applied to the 
bank’s own policy of operation. Appro- 
priate line illustrations dress the cam- 
paign for its educational mission. The 
series is run on regular schedules and a 
small italic line at the head of each ad 
tells when the next will appear. 


Interesting Statements 


MORE BANKS ARE BEING WON OVER 
each period to the belief that the aver- 
age layman has been and always will be 
puzzled with the old style form of pub- 
lished bank statements. The one satis- 
faction to the layman, it has been said 
repeatedly, is the fact that he sees both 
columns—assets and _ liabilities—total 
the same. Beyond that his little knowl- 
edge may be so scanty as to be some- 
what dangerous. 

To relieve this situation as a matter 
of good public relations, many banks 
have given new life to figures by adding 
explanations in everyday language. 
Others have added an extra fold to the 
usual form, starring certain points 
worthy of comment. Still others have 
developed the statement as a selling 
vehicle, replacing some of the stiff dig- 
nity with salesmanship. Now the Bow- 
ery Savings Bank of New York City 
does another interesting bit of decorative 


work for its statement, which carries 
a page of illustrated statistics pertaining 
to depositors and their funds. Small fig- 
ures, each representing 5,000 depositors, 
are classed in groups as housewives, 
business and professional men, mechani- 
cal workers, white collar workers and 
others. Beneath each row of figures is a 
row of coin discs, each representing 10 
million dollars of deposits and surplus. 
At a glance the reader sees a convincing 
story—the argument for thrift and the 
wide scope of Bowery service. 


Trust Dramatized 


THe CENTRAL Trust ComPANy of 
Cincinnati introduces an unusual trust 
newsad series. Folksy yarns are drama- 
tized to emphasize the important func- 
tions of trust services in typical life 
situations. Small figure drawings of the 
central character in each plot are spotted 
into copy. Ads run usually one column 
wide and full newspaper length—mak- 
ing text as readable as newsprint. 

There is one about old Doc Tally, 
twice-retired physician, who built an 
estate in anticipation of his leisurely 
fifties. He found, however, his invest- 
ments required more attention than any 
patient in his long career. His problem 
was solved when Doc and his attorney 
drew up a trust agreement with the 
bank. There is also the case of Mr. Bliss 
who moodily remembers his struggle for 
financial independence and the happy 
finale when his trust agreement was 
drawn. Also the case of Mrs. Blake 
whose husband left a partnership to her 
unskilled care with resultant ruin. 


Savings Bank Life Insurance 


A SMALL PAMPHLET, Twenty Questions 
About Savings Bank Life Insurance, has 
been prepared by the East New York 
Savings Bank of Brooklyn to cover the 
large number of inquiries pouring in 
since the bill opening the life insurance 
field to savings banks was passed by 
New York’s legislature. The answers 
given, according to the president’s 
statement on the fly-leaf, are based 
chiefly on the experiences of Massachu- 
setts savings banks, which have oper- 
ated under a similiar law for the past 30 
years. The folder explains that before 
the law becomes effective (January 1, 
1939) rules, regulations, premium rates, 
policy forms and the like will be dis- 
tributed. Until the state completes final 
schedules answers to specific questions 

(CONTINUED ON PAGE 56) 
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50 MILLIONS IN LOANS ON FIELD WAREHOUSE RECEIPTS 


...BY JUST ONE INSTITUTION IN THE MIDDLE WEST 


EN 3: 


Don’T OVERLOOK YOUR 
OPPORTUNITIES TO INCREASE 


LOAN VOLUME AND PROFITS— 


Consider this ten years’ record—fifty millions in revolving loans from one 
institution on field warehouse receipts! That is profitable loan development with 
risk reduced to the vanishing point. 


Lawrence System assures banks very definite protections against losses which 
might otherwise result from borrowers’ dishonesty or mismanagement, or from 
claims of other creditors. Both legally and in the matter of equities, safeguards are 
thoroughly adequate for the largest of loans. 

What does this mean in terms of banking profits? It lowers the cost of placing 
loans. Less time is required for investigating new applicants. Less work is needed 
to check borrowers’ day-to-day standings. 

More important, loan opportunities are tremendously expanded. Since ac- 
counts are secured by marketable inventories which can be liquidated at any time, 
many that otherwise would be declined are accepted with entire safety. 

The service of Lawrence System is adaptable to the needs of many commer- 
cial accounts. It can be used in connection with almost any inventory ranging 
from $100,000 up, or with smaller stocks where turnover is rapid. 

For detailed information on any phase of operation, write, wire or telephone 
the nearest Lawrence System office. Free copies of the booklet,“ Warehouse 
Receipts as Collateral,” are available on request. 


Creating Commodity Paper Against Inventory 


Si 


HUNDREDS OF 
COMMODITIES ARE 
BASES FOR SAFE 
LAWRENCE SYSTEM 
LOANS— 


Airplanes . . . . at factories 
brick yards 
Clothing . . . at wholesalers’ 
Coal . at mines and retail yards 
Flour. . at bakeries and mills 
Livestock . . . in feeder pens 
Oils . . at large distributors 
Paper and Pulp . at paper mills 
Olives . . in brine and cased 
PigIron. . . . . at foundries 
Seed . . . at cleaning plants 
Stoves .... . at foundries 
Tobacco in warehouses 
Wines .. at wineries 
Wool. . . . . at woolen mills 


Additional safeguards* 
which only LAWRENCE 
SYSTEM provides: 


A million-dollar insurance policy is 
carried for the benefit of banks holding 
warehouse receipts. This insurance 
would be effective if validity of receipts 
were ever attacked or in event of fail- 
ure to establish and maintain bailment. 
In addition, heavy bonds cover each 
operating employee. 

* No bank has ever had to avail itself of 


these protections. 


New York: 52 Wall Street e CuicaGco: One North LaSalle Street « Boston: 49 Federal Street e Kansas City, Mo: Commerce Trust Bldg. 
BuFFAaLo: Liberty Bank Building e St. Louis: Federal Commerce Trust Building e SPOKANE: South 155 StevenseFResNO: 2030 Anna Street 
MINNEAPOLIS: 835 Plymouth Building e Houston: 1001 Shell Building e Daas: Santa Fe Building e SAN Francisco: 37 Drumm Street 
Los ANGELES: W. P. Story Building e PorTLAND, Ore: U.S. National Bank Building eSeatrie: 1014 Fourth Ave. South eHonoLutu,T. H. 


CERTIFIED on CHECKS...LAWRENCE ON WAREHOUSE RECEIPTS 
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IDEAS—Continued 


ice. Under the extended plan the bank 


perience for every branch manager in 


care 
will provide capital for individual proj-. the agricultural areas. And each child tain 
cannot be made. This folder is notable ects carried on under the supervision of means a future customer who feels a The 
in that it is among the first toappear on agricultural teachers or county club lasting loyalty to the bank. hila 
the much discussed question of New leaders. These loans will aid boys and out. 
York’s new law. girls in the purchase of livestock of the Number Eight relie 
highest grade, the money to be repaid ty N THE , : tion 
4-H Club Boost when the stock is raised and sold. Bence ae amc 
TANGIBLE FINANCIAL AID to farm Thus, in addition to learning the best nysual department in Number Eight, sou’ 
boys and girls engaged in 4-H Club and in farm methods as taught under 4H ge ia) employee magazine of the Na- 
Future Farmers of America projects is club programs, the young borrowers tional City Bank of New York since 
to be extended throughout California by will learn the added lesson of financial 4995 The department is called “For A 
Bank of America, following recent suc- responsibility and the building of bank cole Or What Have You?” Here is ‘ put 
cessful demonstration of the idea in cer- credit under the guidance of a local «/ Jaccified” column maintained with- tior 
tain sections of the state. This aid is to bank officer. Each contact, true to pre- gut charge to be used as a medium of Net 
be given through a simplified loan serv- vious tests, will be an exhilarating ex- personal exchange. Ads are limited to 50 Fiv 
words and all carry name, department or the 
| branch and, in some cases, home address we, 
_and telephone, to facilitate answers. fre 
H QO Ww L U M B E R M E N th) | Articles listed for sale range anywhere of 
| from pedigreed pups to a secondhand ph 
Saved th is Com an | flute. Homes are rented, sublet and os 
_ sold. And occasionally a “Wants to 
of its Compensation Insurance | on 
| to that second-human nature—to sell 
e O Costs for the Last 6 Years | and swap—ever present in any group. A lar 
- | waiting list for space proves it is en- - 
| joyed. Incidentally, the house-organ - 
| takes its name from the bank’s clearing- yy 
house designation. 
Seventy- Fifth Anniversaries 
THE First NATIONAL BANK OF CHI- “] 
CAGO creates a new technique for its ha 
| 75th anniversary newsad series. A pen th 
_ and ink illustration covers the complete an 
| area of the ad with a mortised space— to 
| the size of a single newsprint column— m 


In 1931 an Alabama textile firm paid 
Lumbermens a premium of $3,402 for 
their Workmen’s Compensation in- 
surance based on the manual rate of 
77c per $100 of pay roll, and an expe- 
rience credit of 1.8%. Owing to fewer 
accidents in the industry as a whole, 
the manual rate steadily declined 
until in 1937 it was was only 54c. But 
this company’s reduction in acci- 
dents was even greater, earning for 
it experience rating credits averaging 
27.4% for the six-year period, which 
amounted to $11,481. In addition to 
these substantial savings — a direct 
result of fewer accidents among the 
company’s employes— it received 
sizable cash dividends in each and 


*Name on request 


every year, which further reduced 
insurance costs by $5,487. 


This case and many others like it in 
Lumbermens files shows what can be 
accomplished when an employer, who 
is sincerely interested in preventing 
accidents and lowering production 
costs, adopts Lumbermens safety 
engineering service. 


An inquiry on your letterhead will 
bring you more complete information 
about Lumbermens safety methods, 
which have reduced costs substan- 
tially for hundreds of employers. 
We'll send, also, a factual brochure: 
“How 10 Corporations Reduced Pro- 
duction Losses by $133,099.” 


LUMBERMENS MUTUAL 


CASUALTY 


COMPANY 


JAMES S. KEMPER, President 
MUTUAL INSURANCE BUILDING, CHICAGO, U.S. A. 
Save with Safety in the ‘‘World’s Greatest Automobile Mutual’ 


off to one side. Copy inserted here 
quotes news comments relating to the 
bank and clipped from the 1863 files. 
Each ad carries a sequence of comments 
of different dates, mostly from the Chi- 
cago Tribune, all of which tie in directly 
with the ad illustration. Drawings are 
done in a style typical of the period cov- 
ered. Events depicted in the opening 
four ads of the series are the introduc- 
tion of national banking to Chicago in 
1863, the fire of ’71, the crisis of ’73 and 
the “Gold Cure” of Chicago in 1893. 


* 


OBSERVING ITS DIAMOND JUBILEE, the 
Third National Bank & Trust Company 
of Dayton (Ohio) publishes a booklet 
titled “This, Our Dayton”. It finds its 
place among the unusual for a score of 
reasons. The first two parts deal with 


| the history of the community in the 


periods 1863-1900 and 1900-1938. These 


| chapters were especially written by 
| Mrs. Charlotte Reeve Cooper, a citizen 


| 
| 


of 83 years, who has devoted much of 
her life to local history study and writ- 
ing. Part three sketches the bank’s own 
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career and part four, a supplement, con- 
tains a portfolio of bank photographs. 
The cool color tone of blue gives an ex- 
hilarating physical appearance through- 
out. Text in the first three chapters is 
relieved by small spot halftone illustra- 
tions in color. The booklet is distributed 


this bold sub-caption: “Here’s the 
Money . . . But Where are the Bor- 
rowers?” 

Text of the ad goes on to say that 
when the public is told banks are dodg- 
ing their responsibility in meeting the 
credit needs of the country, it’s time to 


“The responsibility which rests with 
banks,”’ the ad concludes, “to meet the 
country’s credit needs in no way alters 
the fact that it takes two to make a 
bank loan. Our record testifies our will- 
ingness to lend. Nothing would gratify 
us more than a brisk demand for loans 


Za among depositors and friends as a examine facts. Citing its record as a of the type that can be made with ad- 
ght souvenir. typical case, the ad explains that during vantage both to borrowers and the 
Na. * the year the bank extended credit lines bank.” 
sas totalling $52,832,000 and of this less a 
For ANOTHER ANNIVERSARY BOOKLET was than 25 per cent was used. The break- —e- et wigs 
7 published last month by the First Na- down of these loans to “big’ and “lit- THE UNITED SAVINGS BANK of De- 
th. tional Bank and Trust Company of tle” business is also given, which shows troit uses a special 4-page sales letter- 
a New Haven, Connecticut. “Seventy- a ratio of three million in favor of “‘lit- head for all mortgage department cor- 
50 Five Years Serving New Haven” takes tle” business. respondence. Center spread is printed 
ter the reader through a well composed his- 
C58 tory of the bank’s development, with | 
ann frequent reference to the parallel growth | 
ene of the community. Choice prints and 
ind photos on alternate pages tell a story in 
nd themselves. One later chapter sketches 75th Anniversary 1863—July 1—1938 
te the bank’s present service features. The 
als color theme, blue and silver, is also used 
sell on the age A 
a large newsad, highlighting significant Th F N t l B k 
- val of the booklet, appeared on the e irst a 10na an 
an anniversary date. Ch 
1B Strong Comeback 1cago 
JESSE JONES, chairman of the R.F.C., 
es addressing the U. S. Chamber of Com- Statement of Condition June 30, 1938 
merce recently, made this statement: 
ed “If banking is to remain in private ASSETS 
its hands it must meet the credit needs of Cash and Due from Banks,. . . «. «. = « $411,662,551.43 
a the country”. The First National Bank United States Obligations—Direct and fully Guaranteed, 
and Trust Company of Minneapolis $243,681,054.13 
po Pledged—To Secure Public Deposits, 7,781,096.87 
re To Secure Trust Deposits, 28,808,901.39 
he anaes Under Trust Act of Illinois, 549,908.12 280,820,960.51 
eS, Other Bonds and Securities, P 73,131,726.04 
its MAINE Loans and Discounts, . 219,822,035.25 
hi- Sherman N. Shumway, presi- Real Estate (Bank Building), 6,48 1,484.73 
ly dent of the Merrill Trust Com- Other Real Estate, . . 1,707,808. 10 
pany of Bangor, has been Federal Reserve Bank Stock, 1,800,000.00 
V- elected president of the Maine Pepe 
ng Dents Acetiatinn tie Che Customers’ Liability Account of Acceptances, 1,450,841.16 
ms current year | Interest Earned, not Collected, 2,196,750.67 
in Other Assets, mk 199,124.55 
nd | $999,273,282.44 
LIABILITIES 
Capital Stock—Common, . ‘ ‘ $30,000,000.00 
Surplus Fund, 30,000,000.00 
he Other Undivided Profits, . . 4,545,444.29 
Discount Collected but not Earned, 685,796.04 
a Dividends Declared, but Unpaid, 450,000.00 
of Reserve for Taxes, etc., 1,570,326.29 
th Liability Account of Acceptances, 1,547,207.27 
ne Time Deposits, . . $180,342,149.51 
se Demand Deposits, a 652,530,279.43 
Deposits of Public Funds, . 97,602,025.70 930,474,454.64 
n | Liabilities other than those above stated, ‘ 53.91 
$999,273,282.44 
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in two colors and describes briefly the 
various types of loans available and 
points of the bank’s service, policies and 
personnel. A table charting monthly re- 
payment plans for loans, ranging from 
three to ten thousand dollars of both the 
F.H.A. and regular bank type, is in- 
serted in a panel. Other facts and figures 
relating to loans and mortgage depart- 
ment service complete the attractive 
layout. The 4-page letter serves a great 
many uses. It is highly effective in di- 
rect-mail work where the full story can- 
not be told on an ordinary letterhead 


And as for individual correspondence it 


makes a handy reference. 


CONTINENTAL ILLINOIS 
NATIONAL BANK AND 
TRUST COMPANY 


OF CHICAGO 


Statement of Condition, June 30, 1938 


RESOURCES 


Cash and Due from Banks 


United States Government Obligations, 
Direct and Fully Guaranteed 


Other Bonds and Securities 
Loans and Discounts 


Stock in Federal Reserve Denk 
Customers’ Liability on Acceptances 
Other Banks’ Liability on Bills Purchased 
Income Accrued but Not Collected 


Banking House 


Real Estate Owned other chen n Banking 


House 


LIABILITIES 


Deposits . 
Acceptances 


Alert Service 


OPPORTUNITIES FOR COURTESY SERV- 
ICE abound every day. But it takes an 
alert eye to catch the significance of 
community events which beckon a bank 
to its duty and to score favorable rela- 
tions by offering the helping hand before 
it is requested. There was a good exam- 
ple of such opportunity when banks 
throughout the country offered veterans 
a free bonus bond safekeeping service. 
And again when banks advertised their 
willingness to cash social security checks. 
The other day the Atlantic National 
Bank of Jacksonville (Florida) picked 


$ 545,695,655.00 


476,922,062.90 
61,324,882.01 
167,610,960.49 
2,805,000.00 
1,204,728.75 
11,723.24 
2,942,216.19 
13,050,000.00 


3,628,559.94 
$1,275,195,788.52 


$1,152,676,844.66 
1,204,728.75 


a natural in an ad which offered to cash, 
at face value, the certificates of indebt- 
edness which were being issued to teach- 
ers by the Duval County Board of In. 
struction, the only qualifying restriction 
being that certificates be properly en. 
dorsed and that holders not known 
come with satisfactory identification. 

Services like this offered when and 
where least expected bring to an institu. 
tion a deeper respect—and, after all, 
such jobs can be done in the course of a 
day’s work without additional trouble, 
It is these things that turn public opin- 
ion from its critical position to one of 
sincere appreciation. 


Novel Contest 


THE PRESIDENTS of the Manchester 


| Bank of St. Louis and the Northwestern 


Trust Company of St. Louis joined 
hands in a novel new business contest 
recently. To pitch the competitive spirit, 
it was agreed that the employees of the 
bank getting the most new business 
during the allotted period would be the 
guests at a banquet to be provided by 
the other bank. The race was on. Even 
customers fired by the employee spirit 
took an active part in obtaining new busi- 
ness for their institutions. All around 
good fellowship and good fun resulted. 
Employees of the Northwestern Trust 
brought in business totalling $350,000. 
The Manchester Bank fell short by only 
$2,000. On the appointed evening the 
directors of the Manchester Bank were 
hosts to the personnel of both banks. A 
(CONTINUED ON PAGE 60) 


OREGON 


O. A. Houglum, vice-president 
of the First National Bank of 
Eugene, has been elected presi- 


dent of the Oregon Bankers 


Other Banks’ Bills Sadiened ont Sold Association for 1938-1939 


Dividend Declared on Preferred Stock, 
Payable August 1, 1938 . 


Dividend Declared on Common Seock, 
Payable August 1, 1938 


Reserve and Expenses 
Reserve for Contingencies ; 
Income Collected but Not Earned 
Preferred Stock 

Common Stock . 

Surplus 

Undivided 


11,723.24 
375,000.00 


1,500,000.00 
4,832,159.38 
13,673,004.76 
285,645.62 
25,000,000.00 
50,000,000.00 
18,500,000.00 
7,136,682.11 


$1,275,195,788.52 


United States Government obligations and other securities carried at $133,509,574.34 
are pledged to secure public and trust deposits and for other purposes 
as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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DEFINITELY 
MEETS 
TODAY’S NEEDS 
IN 
BANK ACCOUNTING 


AUTOMATIC PRINTING OF BALANCES 


All balances, except overdrafts, print auto- 
matically. No motor bar or total key 
depressions required. 


AUTOMATIC COUNT OF CHECKS 


SPEED. .with fewer motions 


This high-speed Burroughs is a re- 
markable development in bank post- 


ing equipment. 

Its new features . . . many of them 
automatic ... provide a fast, simple 
operation and permit the posting of 
uncollected funds information on 
the ledger and a complete analysis 
record on the statement while han- 
dling commercial accounts. Call 
the nearest Burroughs office for com- 
plete details or descriptive folder. 


BURROUGHS ADDING MACHINE COMPANY 


DETROIT, MICHIGAN 


The number of checks paid is counted auto- 
matically and progressively as part of the 
posting operation. 


VISIBLE ALIGNMENT 


The entire previous line, fully visible, is a 
positive guide to perfect alignment. 


AUTOMATIC CLOSING OF CARRIAGE 


The first depression of the motor bar closes 
the carriage and prints the old balance. 


FAST CARRIAGE MOVEMENT 


Fast tabulation, fast carriage return, fast 
carriage opening ... all automatic ... 
greatly increase posting speed. 


INSTANT CHANGE IN OPERATION 


Instant adjustment for posting analysis 
data to statement or uncollected funds to 


Adding « Accounting « Billing and Calculating Machines 


ledger simply by moving a convenient lever. 
Cash Registers « Typewriters + Posture Chairs « Supplies 
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IDEAS—Continued for their clients. The plan offers the 
missing link in the mortgage field. The 

dinner dance was held with 75 present. service assures both banks and builder 
Deposits of both banks are now at the against poor construction. The prospec- 
highest point since the moratorium. tive homeowner selects his home from 
Both presidents agree it was anexcellent any of the many volumes published by 
idea and they plan another contest ina recognized planning services, and at the 
year or two. Amoskeag an architect makes any modi- 
. M fications or changes requested. In addi- 
Architectural Aid tion he agrees to inspect the building 
In MANCHESTER, NEW HAMPSHIRE, a four times during construction. The 
unique arrangement has been worked builder is free to select his own con- 
out by the Amoskeag Savings Bank and tractor. Stocked with a wide assortment 
the Manchester Federal Savings and of books on all buildings and materials, 
Loan Association with a local lumber the lumber company assists in planning 
firm to provide an architectural service the home. This coordinated service of 


"A LOCAL HABITATION AND A NAME” 


OCAL NAMIg 

= 
¢ 


What Everybody Likes to Read 


The most significant fact about modern reading 
habits is that everybody still likes to read local 
news! 


Births, deaths, weddings, and all the daily 
doings of friends and neighbors are just as inter- 


esting today as they have always been. 


Local names are the most human words in 


print. Nothing can compare with them in atten- 
tion value. 


Local names and local news dominate the col- 
umns of the Localnews Dailies. 


The result is an intensity of reader interest, day 
after day, that no other medium can deliver! 


“The more names, the more news” 


LOCALN EWS) WY 


CIRCULATION OVER 20,000,000 DAILY 


Copyrighted by The Julius Mathews Special Agency. Newspaper Representatives serving 
national Advertisers through recognized advertising agencies. 


banks, architect, and supply dealer com. 
plete an important triangle of protec. 
tion for the bewildered buyer. 


Battling Loan Sharks 


THE FARMERS & MERCHANTS State 
BANK of Wisconsin Dells (Wisconsin) 
takes up a cudgel against loan sharks, 
The action was prompted by a letter 
which a local teacher brought to the 
bank for advice. The letter was typical 
of those mailed out by the sharpers at 
the close of school terms. The bank re. 
taliated by sending an open letter ad- 
dressed to the teachers of Columbia 
County. It explained the incident of 
receiving the letter from a fellow- 
teacher and went on to point out the 
exorbitant rate of 150 per cent requested 
by the concern. It closed with a cordial 
offer to consider teacher loan applica- 
tions at the usual bank rate. 


| Bingo 


A.I.B. CHAPTER ACTIVITIES are fre- 
quently linked in the news with social 
service and charitable work along many 
lines. The Bergen County Chapter of 
Teaneck, New Jersey, recently man- 
aged a huge bingo party with the Legion 
posts at the community’s new armory. 
Eighteen thousand people attended and 
5,000 were turned away for lack of 
space. Fifty members of the chapter 
handled the entire financial end of the 
games. The proceeds of the party are to 
be devoted to the building of a thera- 
peutic pool for the treatment of infantile 
paralysis at the Bergen Pines Hospital. 


| A.L.B. members are hard workers and 
| they appreciate the public relations 


value of that extra measure of commu- 
nity service. 


Hint to Newlyweds 

Tue First NATIONAL BANK of Mem- 
phis gives a timely, though pointed, 
hint to newlyweds. Illustrating the 


| moon-eyed groom and the blushing 


bride, a recent ad carried this caption: 
“Until Debt do us part. . . .” It points 
out the fact that marital bliss begins 
and sometimes ends with the dollar sign, 
that starting off with the right foot 
financially is essential, that to keep 
clear of debt is an axiom, and that the 


| solution is a savings account. 


Football Club 


OUT IN GRIDIRON-MINDED SOUTH 
BEND, where Notre Dame fans follow 


| their team from coast to coast, the 


American Trust Company opens a new 


| football travel savings club. The idea is 


to provide a convenient weekly savings 
plan for those who’ want to take in 
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Notre Dame’s game with Southern 
California at Los Angeles on December 
3, 1938. Special coupon books in $100 
units, payable $2 weekly, have been 
provided and each member may take as 
many units as he desires. Two local 


terms, and particularly to humanize the 
technical functions of trust service. Our 
objective has essentially been to pro- 
mote better public relations—to talk 
about banking rather than one bank.” 


munity so close to the metropolitan 
shopping centers, which constantly 
draws a volume of shopping funds, the 
bank finds this type of promotion espe- 
cially suitable to its position of com- 


STATE A “contents” page lists the numbers of munity bank. A recent ad hits a timely 
onsin) business men have worked out an all- each ad and gives a lead cue to the sub- theme that may be applied by any bank 
harks fp expense ten-day trip to Los Angeles in ject covered. Copies of this interesting anxious to cultivate the good will of 
letter conjunction with the club. The entire piece may be had for the asking, while local merchants. The idea is based on 
to the set $140, “4 the supply lasts. the well known typical 
vpi dudes rail lair and Fullman, meais, ° vacationist, overwhelmed by the excite- 
a game ticket, hotel and various sight- A Word to the Wise ment of getting away, is apt to forget 
nk re. § sting tours scheduled. The club willbe = Tue Irvincton NationaL BANK more than the proverbial toothbrush 
er ad- completed November 15. Members are (New Jersey) has been a consistent pro- and as a result favors merchants en 
umbig ff not obligated to take the trip asplanned, moter of the theme “Try Irvington route with sales which ordinarily belong 
ent of 9 butwith more than 350accounts opened Merchants First”. Situated in a com- at home. The ad is a warning to check 
ellow. | it appears that the special train will 
ut the fp need to add a second section. Much 
uested § favorable publicity has resulted for the 
‘ordia] bank over this idea. The Associated 
yplica- J Press put it on the wire and local radio | 
stations called attention to it. c t 
Ad Brochure Us Om ers 
nie IN RESPONSE TO CONTINUED REQUESTS 
.. ff for copies of the “Letters of A Business 
social Man To His Son”, the American Na- want Loans OW 
many ¥ tional Bank and Trust Company of 
Chicago has compiled and reprinted the 
. & last 48 of the series in an attractive 
Legion brochure. The series began in Chicago Recetvab les 
wre papers in 1937 as a means of creating 
fee better public understanding of banking 
hapter functions. Says Laurance Armour, presi- If the borrower’s open accounts are covered by Credit 
of the dent, in the foreword: “The advertise- Insurance, you know they are worth their face value. 
ut nave offe red = excellent vehicle The state of each ‘‘doubtful’’ account need not be studied, 
thera- questioned, made a vital issue. 
rantile the layman, for they have enabled us to 4 
oe talk about banking in understandable The very fact that a Manufacturer or Jobber safe- 
<n d guards his assets with Credit Insurance indicates sound, 
ates constructive thinking. He runs no risks with his debtors. 
mme- He expects you to run no risk with him. His Credit 
IDAHO Insurance policy is as safe as any collateral you could 
Earl B. Bolte, vice-president ask for. 
and manager of the First Se- 
curity Bank of Idaho, in Good- As a protective measure for your own institution, as 
Men- ing, has been elected president an advisory service to your commercial customers, you 
inted, would do well to recommend — if not insist on — Credit 
ion for the current year 
8 the Insurance. Manufacturers and Jobbers thus protected are 
ashing the types of business houses which any bank finds it safe 
~ d profitable to accommodate. 
points 
begins Many large banks include in their financial statement 
r sign, blank, this question: ‘‘Do you carry Credit Insurance?” 
~~ Why would it not be sound banking for you to do 
at the the same? 
American Credit Indemnity Co. 
a OF NEW YORK _ J. F. McFADDEN, President 
ollow 
t, the Chamber of Commerce Bldg., St. Louis, Mo. 
ail Offices in all principal cities of United States and Canada 
ke in 
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vacation needs. It tells that local mer- 
chants pay local taxes, which help build 
a better community. Reference is made 
to their well stocked shelves and the 
economy of dealing at home. This 
thoughtfulness rings hometown cash 
registers where it does the most good. 


Hip, Hip 

H.I.P., BY THE WAY, is Bank of Mont- 
real’s monogram for Home Improve- 
ment Plan carried in all promotion. 
Current advertisements in the press 
throughout Canada concentrate atten- 
tion on the many needs and uses of the 
plan. Schedules call, as usual, for small 


ads. Headings are bold and framed in a 
thick rule border. Illustrations blend 
from border to copy with a feeling of 
unity in layout. Themes are lively, copy 
is colloquial—a happy combination. 
The farm, suburban home and city 
dwelling get the once over for possible 
improvement. The whole campaign is 
developed around a sense of cordiality 
with a modicum of aggressive selling 
which, it seems, is characteristic of the 
Canadian technique. 


Stationery Ad 


STRETCHING THE ADVERTISING AP- 
PROPRIATION over a large area is a prob- 


Cash and Due from Banks 
State and Municipal Bonds 


Other Securities 

Loans, Bills Purchased and 
Bankers’ Acceptances 

Mortgages 

Banking Houses 

Other Real Estate Equities 


Preferred Stock 
Common Stock 
Surplus and 
Undivided Profits .. 
Reserves 
Common Stock Dividend 
(Payable July 1, 1938) 
Preferred Stock Dividend 
(Payable July 15, 1938) 
Outstanding Acceptances 


and Foreign Bills 
Deposits 


MANUFACTURERS 
TRUST COMPANY 


Condensed Statement of Condition as at close of business 


June 30, 1938 


RESOURCES 


U. S. Government Securities 


Stock of Federal Reserve Bank .... 


Customers’ Liability for Acceptances . 
Accrued Interest and Other Resources 


LIABILITIES 


+ $ 9,356,520.00 
32,998,440.00 


45,129,356.66 


Liability as Endorser on Acceptances 


$201,689,318.29 
183,533,695.29 
16,488,017.08 
2,262,000.00 
54,985,860.16 


221,848,141.26 
20,929,752.41 
13,066,723.52 
4,934,741.23 
15,555,085.48 
2,518,594.29 


$737,811,929.01 


87,484,316.66 
7,389,830.24 


824,958.50 


233,913.00 
16,437,314.78 


5,617,461.34 


$737,811,929.01 


lem, but then there are a lot of little 
things which may be done to increase 
effectiveness without touching costs, 
For instance, the new business depart. 
ment of the Birmingham Trust and 
Savings Bank of Alabama puts the 
waste space of its stationery—the re. 
verse side—to mighty good use. In a 
cut, Birmingham is shown as the hub of 
many key cities in 13 surrounding 
states. Distances to each point are 
given. Below the cut are quoted facts 
from U. S. Department of Commerce 
reports on Birmingham and its trading 
area. 


Summer Style 


THERE IS A WELL FOUNDED THEORY, 
held by many seasoned copywriters, 
which sets the rule: “ Plan advertising to 
fit the mood of the recipient.” In other 
words, take stock of the factors which 
control the circumstance of sales. The 
subject matter, appeal, approach and, 
more than anything else, the mood of 
the prospect. This gets us to the point 
of Summer-styled advertising. With the 
hot sultry days of August, one cannot 
expect the average reader to spend 
more than a fleeting moment scanning 
newsads. 

He won’t as a rule wade through 
weighty material with Old Sol grinning 
overhead. So the answer is to plan a 
Summer campaign—something cool and 
digestible—served in easy doses. 


MINNESOTA 


Frank P. Powers, president of 
the Kanabec State Bank of 
Mora, has been elected presi- 
dent of the Minnesota Bankers 
Association for the current year 


Principal Office: 55 Broad Street, New York City 


64 BANKING OFFICES IN GREATER NEW YORK 
European Representative Office: 1, Cornhill, London, E. C. 3 


Member Federal Reserve System 
Member New York Clearing House Association 
Member Federal Deposit Insurance Corporation 


Both Common and Preferred shares have a par value of $20 each. 
The Preferred is convertible into and has a preference over the 
Common to the extent of $50 per share and accrued dividends. 
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A Bank’s Newspaper 


ANK OF AMERICA’S strategy for 

improving customer relations and 

for building internal sales throughout 

its 493 California branches is not to tell 

staff members what to do, but to tell 
them what is doing. 

These staff members and their fam- 
ilies would make a city of over 25,000 
people, but they are scattered over 307 
communities, the more distant being as 
far apart as New York and Chicago. 
However, despite size and distance, the 
bank keeps every member of its organ- 


ization imbued with a strong sense of | 


team spirit through the medium of The 
Bankamerican, a 12-page tabloid news- 


paper published on the third Thursday | 


of each month. 

This publication is not a ‘‘house 
organ”’. Instead, its breezy pages are 
packed with feature stories, sports news, 
vital statistics, humorous items, car- 
toons, editorials—the features that win 
readers for a live daily newspaper. 

For circulation, the paper depends 
solely upon the voluntary requests of 
staff members. A supply is sent to each 
branch for those who wish a copy. On 
this “take it or leave it” plan, circula- 
tion has grown from 8,000 to 11,000 in 
18 months of operation. 

The bank’s operating committee has 
placed the direction of the paper in a 
board of six editors, whose chairman is 
head of the business extension depart- 
ment. A member of the advertising de- 
partment is managing editor. 

From correspondents in each branch 
and each of the 17 chapters of the Bank- 
america Club, the bank’s social and 
athletic organization, comes the flow of 
spot news which each month swamps 
the paper’s city desk. Here it is con- 
densed and classified into departments 
such as community builders, profit 
builders, speakers bureau, vital statis- 
tics, service emblems, promotions and 
sports. 

The editorial page carries a discussion 
of timely topics in the current life of the 
bank, a specially drawn cartoon and 
two features—a brief philosophical 
essay written each month by the head of 
the bank’s advertising agency, and a 
column “Leaving With a Smile”, in 
which appear stories from branches of 
the many humorous incidents that 
brighten every banker’s day. 

The left-hand column of page 1 is 
given over to “After Hours”, in which 
the editors chat in an informal, off-the- 
record vein about happenings of the 
month. Extensive use is made of news 
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pictures, which frequently are built up 
into a pictorial page. 

Out of its experience, the board of 
editors would pass on the following do’s 
and don’ts for an organization consider- 
ing a similar activity: 

On the positive side, (1) include as 
many names of staff members as possi- 
ble, for names make news; (2) play down 
the news of top executives and play up 
the news of tellers, bookkeepers and 
others on the firing line; (3) use only 


material which originates in the bank; 
(4) regard readers as intelligent adults 
interested in the serious business of 
getting ahead in the world. 

On the negative side, (1) don’t be an 
official gazette filled with technical 
executive material; (2) don’t use filler, 
reprints or other material quickly recog- 
nized as deadhead; (3) don’t let one 
department or interest monopolize at- 
tention; (4) don’t use poetry, for the 
muse does not fit so well in banking. 


Immunity 


As inoculation has brought immunity from many diseases, likewise 
Standard Accident coverages can bring to your bank or business 
immunity from financial loss due to embezzlement, forgery, robbery, 


hold-up, and allied hazards. 


Standard of Detroit... 
financial structure .. . 


with its 54 years’ experience and sturdy 
writes Casualty Insurance and Bonds. It has 


long been the choice of discerning bankers and brokers because of its 
understanding of the protection requirements of financial institutions. 


You will find any one of Standard’s 9000 representatives thoroughly 
capable of analyzing the Casualty and Bonding needs of your bank. 


STANDARD ACCIDENT INSURANCE COMPANY 
Standard Service Satisfies ... Since 1884 


| 
6% 


Recent Steps in Credit Control 


ITHIN the past 16 months we 

have seen two spectacular ex- 
amples of market response to action on 
the part of governmental authorities in 
exercising control over the nation’s 
credit system. In March and April 1937, 
after the Treasury’s gold sterilization 
policy had been adopted and the first 
half of a 331% per cent increase in mem- 
ber bank reserve requirements had be- 
come effective, market prices of United 
States Government securities registered 


severe declines. Substantial advances, 
on the other hand, followed the 
reversal of the sterilization policy and 
the reduction of reserve requirements by 
approximately 13 percent. It is therefore 
to the interest of holders of Govern- 
ment securities to consider the means 
of credit control available to the Gov- 
ernment, as well as the probable mo- 
tives for exercising that control toward 
higher or lower market prices. 

Market prices of the highest grade 


ATLANTA 4¢ in National Air Mail Volume 
plus FULTON CORRESPONDENT SERVICE 
... for Overnight Action... 


LTO 


r NATIONAL 


Insurance 


Increase your Personal Loan volume through 
our Personal Loan Life Insurance which 
operates without cost to the bank — and 
pays the note in the event of the borrower’s 
death. We have always specialized exclusively 
in providing Personal Loan Insurance for 
Banks. Complete information upon request. 


We Solicit Inquiries from Banks 


Ohe Credit Lite Jusuranrce Co. 


HOME OFFICE 


R. W. HoLienseck, 
President 


Springfield, 


securities are based on prevailing money 
rates, which in turn are influenced pri- 
marily by the amount of member banks’ 
excess reserves. These excess reserves 
represent the banking system’s idle cash 
over and above reserve requirements, 
Such idle cash gives rise to a demand 
for high grade investment media, there- 
by raising prices and reducing yields 
of prime securities. Credit control is 
therefore accomplished by increasing or 
decreasing the surplus reserves of 
member banks. 

Excess reserves on July 7, 1938, were 
$2,990,000,000. These could be aug- 
mented by the reduction of reserve re- 
quirements to the ratios in effect prior 
to August 15, 1936. An additional 


| amount of about $1,600,000,000 would 
| thus be released. The spending of re- 
| cently desterilized gold which still 
| remains in the Treasury’s working 
| balance will add over $500,000,000 to 


member bank reserves. Money in the 
$2,000,000,000 Stabilization Fund may 
under certain conditions be used at the 
discretion of the Secretary of the Treas- 
ury for the purchase of Treasury obliga- 
tions. If this were to be done, excess 
reserves could increase either as cash 
received by banks for their securities or 
as cash deposited in banks by individual 
sellers. In the same manner, excess re- 
serves would increase as a result of the 
invocation of the Thomas amendment 
to the Agricultural Adjustment Act, 
which permits the sale of $3,000,000,000 
of Government securities directly to the 
Federal Reserve banks. The proceeds 
could be used to retire outstanding 
obligations at maturity and thus in- 
crease cash reserves of member banks. 
These various amounts, if added to the 
present excess reserves, would total over 
$10,000,000,000. 

An additional fantastic amount of 
about $41,000,000,000 of Government 
securities could theoretically be pur- 
chased by the Reserve banks in the open 
market without reducing the reserve 
ratio beyond the statutory minimum. 
Thus it may be seen that the Treasury 
Department and the Federal Reserve 
banks have ample resources with which 
to exert a pressure on interest rates, 
even in the unlikely event of a major 
movement of foreign capital out of this 
country. 

As to motives for keeping money 
rates low: There is first of all the neces- 
sity of refunding the short term Treas- 
ury obligations at a favorable rate. It is 
believed, moreover, that low interest 
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rates tend to promote recovery by re- 
ducing interest charges and leaving 
more money available for payment of 
wages. Anticipation of continued low 
money rates, it is hoped, will revive the 
capital market, the failure of which is 
considered one of the chief causes of the 
current recession. Furthermore, the 
“building boom” which the Administra- 
tion sponsors is predicated upon low 
cost of capital. 

The application of credit control in 
the opposite direction, toward higher 
interest rates and lower prices for Gov- 
ernment securities, might be expected to 
come into play in the event that too 
rapid a recovery were to assume an in- 
flationary aspect. In consideration of 
the present level of business activity and 
in view of the drastic reactions which 
have followed such deflationary actions 
in the past, it does not seem reasonable 
to expect that, in the near future, severe 
measures will be adopted for the pur- 
pose of restricting credit expansion by 
raising money rates. 

FRANK T. KENNEDY 
Vice-president 
C. J. Devine & Co., Inc. 
New York City 


The Atmosphere 


of a Bank 


. KNOWN Philadelphia ar- 
chitect, experienced in the erection 
of bank buildings, recently expressed 
some rather original thoughts on the 
use of interior decoration by a bark to 


create an impression of virility and pro- | 


gressiveness. 

“The exterior of the average bank 
typifies strength, stability and perma- 
nence,” he said. ‘‘ Its foundations, walls, 
floors and general structure have a live 
value of anywhere from 50 to 100 years. 
But the interior, originally finished in 
the then mode of the day, is likely within 
a few years to be outdated by changes 


in styles and materials, and, unless | 
modernized periodically, it will suggest | 


that the bank is behind the times.” 
The architect’s conviction is that in 


place of redecorating the interior of the | 


bank from time to time in much the 
same style as it was originally finished, 
the application of the modern note 
based simply on the technique of applied 
veneers will at comparatively little 
additional cost express the idea that the 
institution is abreast of the times. This 
will have a definite influence on the 
public, particularly on the newer gener- 


August 1938 


ation to which a bank must look for 
much of its new business. 

The architectural changes that we see 
taking place around us are not in the 
vital structure of buildings but in such 
items as wall decorations, floor cover- 
ings, the modernization of light fix- 
tures to give soft indirect lighting, more 
easily opening doors, acoustical ceiling 
treatment, the use of glass brick in obso- 
lete window frames or to obscure ob- 
jectional or unsightly outlooks, and in 
window draperies. All of these are 
part of the modern trend in interior 
planning and decoration and have a 
definite place in reflecting the mode of 


the day and in exemplifying the vision 
and virility of an institution. 

It is not necessary that all such 
changes be made at one time. Rather, it 
is advisable to have a definite program 
from year to year, or at stated periods, 
to replace outdated items with newer 
materials. Careful study must of course 
be made by an architect in order that 
the proposed material will lend itself 
to economical installation and at the 
same time harmonize with the original 
architectural conception. The use of 
plain surfaces along with the contrast of 
positive colors and an economical use of 
such new materials as aluminum and 


NATIONAL BANK 
OF DETROIT 


Statement of Condition, June 30, 1938 
RESOURCES 


Cash on Hand and Due from 
Other Banks 

United States Government Obli- 
gations, direct and/or — 
guaranteed . 

Other Securities ‘ 

Stock in Federal Reserve Bank - 

Loans and Discounts 

Real Estate Mortgages 

Overdrafts ‘ 

Real Estate (24 ‘Branch Bank 
Buildings) 

Accrued Income Receivable— Net 

Prepaid Expense . 

Customers’ Liability of 
Acceptances and Letters of 
Credit . 


TOTAL RESOURCES . 


$137,612,620.55 


200,822,269.67 
11,218,271.51 
750,000.00 
48,554,693.39 
9,778,905.68 
14,083.39 


786,365.11 
987,763.64 
73,456.29 


1,818,692.21 
$412,417,121.44 


LIABILITIES 


Deposits: 


Commercial, Bank and Savings $342,346,389.51 


U. S. Government . 
Treasurer—State of Michigan 
Other Public Deposits 


Capital Account: 
Preferred Stock (Paid in). 
Common Stock 
(Paid in $5,000,000.00— 
Earned $2,500,000.00) . 
Surplus (Paid in $5,000,000.00 
—Earned $2,500,000.00) 
Undivided Profits (Paid in 
$2,500,000.00—Earned 
$2,335,298.69) 


Reserve for Common Stock 


Dividend No. 8 payable August 1, 1938 


Reserves 


Our Liability pene of Acceptances and Letters 


of Credit 
TOTAL LIABILITIES 


10,720,164.25 
11,922,708.48 


14,195,906.98 $379,185,169.22 


10,000,000.00 


7,500,000.00 


7,500,000.00 


4,835,298.69 29,835,298.69 


375,000.00 
1,202,961.32 


1,818,692.21 
$412,417,121.44 


United States Government Securities carried at $28,950,000.00 
in the foregoing statement are pledged to secure public and 
trust deposits and for other purposes required by law. 


Member Federal Deposit Insurance Corporation 
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stainless steel are all that is necessary 
to create a feeling of progress and 
modernity in the organization. It is this 
architect’s opinion that these have a far 
greater advertising and business build- 
ing value through their psychological 
effect upon the public than is generally 
realized. 

Another feature that enhances the 
value of interior decoration by furnish- 
ing variety is the usé of portable items 
of decoration. As an illustration, a bank 
found and placed on display in its 
lobby a large map of the locality 
printed in 1864. Surrounding the map 
on the wall were photographs of well 


known buildings erected about that 
time and still standing and in use. The 
display aroused much attention and 
unquestionably had the effect of sug- 
gesting the permanency of the bank. 

To complement this display and to 
convey the idea of progressiveness it 
was followed by a large aerial photo- 
graph of the district with photographs 
of the most modern and recent local 
buildings. 

A further outstanding illustration of 
the use of portable objects with which to 
create a desired atmosphere and setting 
is in the John Wanamaker store in 
Philadelphia. This modern department 


THE 


NATIONAL CITY BANK 


OF CLEVELAND 


Statement of Condition 


JUNE 30, 1938 


Cash and Due from Banks . 


(Direct and Fully Guaranteed) 
Unpledged . 
Pledged to Secure Trust 
Funds and Public Funds . 


matures within two years) 


Real Estate Owned . 
Loans and Discounts 
Accrued Interest . 


Letters of Credit . 


Other Assets .. 


Capital Stock 

Surplus .. 

Undivided Profits 

Reserve for Contingencies . 
Accrued Interest and Expenses 


Less: Amount in Portfolio . 
Loan Commitments Outstanding 
Trust Funds and Public Funds 


ASSETS 
United States Government Obligations 


. $42,142,644.90 


8,222,144.74 
Other Securities (of which $6,670,900.00 


Capital Stock of The National City Building ( Co. 


Customers’ Liability on Acceptances ond 


Customers’ Liability on Loan Coanniemenes 


LIABILITIES 
$ 7,500,000.00 


-__1,333,030.55 $ 12,008,030.55 


Deferred Credits and Other Liabilities ‘ 

Acceptances and Letters of Credit $ 1,586,468.92 
304,564.84 
$ 7,599,977.69 
Other Demand and Time Deposits _137,655,514.26 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


$ 55,640,418.61 


50,364,789.64 


14,849,128.32 
2,175,000.00 
62,854.27 
36,408,723.46 
374,257.05 


1,281,904.08 
1,855,314.83 
136,830.16 

$ 163,149,220.42 


3,175,000.00 


2,118,530.24 
144,691.05 
485,257.72 


1,281,904.08 
1,855,314.83 


145,255,491.95 
$ 163,149,220.42 


store maintains in its showrooms and 
storerooms literally hundreds of thou- 
sands of dollars’ worth of art objects 
that are used from time to time to 
convey a feeling of change and yet to 
reflect continually a quiet tone and 
substantiality. If, when buying a $1 
article, you see a $50,000 painting, you 
somehow get the atmosphere of quality, 

It is important that such applied 
items of decoration be so handled that 
they do not change the original interior 
too radically. The importance of main- 
taining fixed items so as to perpetuate 
the basic pattern is well illustrated by 
the large bronze eagle in the Wana- 
maker store. This eagle is located in the 
heart of the store and has been the 
meetingplace of thousands of Philadel- 
phians and “out-of-towners” for gen- 
erations. “By the eagle in Wanamak- 
er’s” is a byword in Philadelphia. The 
subtleness of an open court with the 
eagle in the center draws patrons from 
all entrances into the very heart of the 
building, thus making possible the suc- 
cessful merchandising of goods in every 
part of the main floor. This reflects the 
genius of one of America’s greatest 
merchandisers and bears out the archi- 
tect’s theory on business building. 

In studying the subject of public rela- 
tions, banks generally have been all too 
prone to neglect the tremendous possi- 
bilities offered by the building itself 
to convey not only the idea of strength 
and permanence but that of alert, up- 
to-the-minute banking service. 

A. PATTERSON FIRTH 


NEW MEXICO 


A. E. Huntsinger, cashier of 
the Citizens State Bank of 
Vaughn, has been elected pres- 
ident of the New Mexico Bank- 
ers Association for the current 
year 
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Banks Aid Forest Conservation 


ITHIN recent years a decided 

change has been wrought in the 
development and conservation of the 
forestry resources of the pine territory 
of the Southeast. This change has mani- 
fested itself in the attitude of southern 
bankers toward this important enter- 
prise. 

In the past there has been an aloof- 
ness on the part of banks toward forestry 
development, and justly so. The ap- 
parent ambition of users of forest prod- 
ucts has been to get the most possible of 
what was in sight with no thought or 
regard for the future. And there were no 
special protests by landowners against 
the cutting methods that were prac- 
ticed, nor against the destructive 
woods-burning that was consistently 
practiced and that destroyed millions of 
dollars worth of potential forests. 


SOUTHERN CELLULOSE 


AN entirely different spectacle pre- 
sents itself today. With the definite 
announcement by Dr. Charles H. 
Herty that America’s future needs for 
newsprint and other cellulose products 
would be supplied from the pine forests 
of the Southeast and their companion 
forests of black-gum, cotton-wood and 
other species of trees that lend them- 
selves to the manufacture of high 
grade products, and the infallible proof 
of the correctness of his assertion, a 
revolution in forestry development has 
been wrought. Land owners have been 
aroused from their lethargy; fire pre- 
vention and control organizations have 
been formed and are being formed, 
non-producing acres are being planted 
to slash pines and special attention 
devoted to Nature’s plantings. 

The one thing, perhaps, that has 
stimulated wide forestry interest and 
influenced the cooperation of the banks 
more than any other, is the establishing 
of the Herty Foundation Laboratory on 
a permanent basis, thereby assuring the 
continuance of the great work Dr. Herty 
is doing through scientific research in 
promoting forestry as a safe and sound 
business. When the alarm was given a 
few months ago that this institution 
was in need of financial support, bank- 
ers of Georgia and other states, as well 
as the State of Georgia and other or- 
ganizations and individuals, answered 
the call and supplied the need. 

Another recent move has been made 
which, no doubt, will reach a successful 
conclusion, in which the Georgia legisla- 
ture has submitted to the vote of the 
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people a constitutional amendment to 
permit counties, by small levies, to 
assume control of the conservation of 
natural resources. The passage of this 
amendment and the adoption of its 
provisions by the counties of the slash 
pine territory will be the most advanced 
step that has ever been taken with 
respect to forestry in Georgia. 

There are numerous agencies in this 
and other states working cooperatively 
through Slash Pine Forestry Associa- 


tion, Inc. Identified with the associa- 
tion are leading bankers of the slash 
pine territory who, with other bankers 
of the district, are enthusiastic over the 
prospect for this section. 
G. M. BAZEMORE 

Executive Vice-president 
First National Bank 
Waycross, Georgia 

(Mr. BAzEMORE is vice-chairman oj 
the board of directors of the Herty Founda- 
tion.) 


AN article about farm machinery in the 

January 27, 1938, issue of ‘Printers’ 
Ink” Andrew M. Howe said this: 

“The farm equipment manufacturers, by 

making mechanization possible have proba- 

bly contributed more to the farmer's well- 


being than all of the legislative farm relief 
programs combined.” 


It is true that many of the most worthwhile 
farmers are those who use modern cost re- 
ducing farm machinery. Minneapolis-Mo- 
line machines are leaders of quality with a 


long record, which proves that they help 
cut production costs. 


Many farmers will be needing new MM 
machinery this year and many local bank- 
ers in towns where MM dealers are located 
will help them get it by lending profitable 
financial assistance — in this way the 
banker serves both his own industry and 
his client. Even more important is the fact 
that you will be rendering progressive 
agriculture a real service and progressive 
agriculture is, after all, the foundation of 
national and local prosperity. 


BRANCHES NEAR EVERYWHERE 


MINNEAPOLIS-MOLINE 


POWER IMPLEMENT COMPAN 


MINNEAPOLIS 
MINNESOTA 
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The Experiment in Supervision 


Washington, D.C. 

HANGES in regulations governing 

asset appraisal, which are the core 
of the revised regulations covering the 
examination of banks, have given to 
many the impression that something 
revolutionary has been introduced and 
that a new era of bank credit has 
dawned. The fact of the matter is that, 
in essential principles of bank examina- 
tion and supervision, the new regula- 
tions merely clarify existing regulations. 


They imply no criticism of bank exam- 
iners or the bank examination system. 
The revolutionary feature of the change 
is in the fact that, for the first time in 
American banking history, the regula- 
tions apply to all banks in the United 
States in a uniform manner and degree. 
This has been brought about through 
the cooperation of the state bank super- 
visory authorities with Federal super- 
visory agencies. 

The regulations of today, in fact, are 


i U. S. Government Obligations, 
| direct and 
(Pledged) . 
(Unpledged) . 
Other Bonds and Securities— 
(Pledged)... None 
(Unpledged) . 
| 


Real Estate Loans . 
Time Loans ..... 


Safe Deposit Vaults 


of Credit 


urp 
Undivided Profits 


i Reserve for Contingencies ..... 
HH Reserve for Interest, Taxes, etc 
i Unpaid Dividends 


| of Credit 


esse 


Other Deposits, Demand ... . 


FEDERAL 


STATEMENT OF CONDITION 


| | 
| 
Mercantile-Commerce 
| Bank and Trust Company | 


Locust ~ Eighth ~ St. Charles 
St. Louis 


JUNE 30, 1938 
€ 


| THE RESOURCES 
Cash and Due from Banks ...... 


-$ 8,474,261.16 
- 43,521,295.75 


Stock in Mercantile-Commerce Company . 

(As authorized by the Banking Act of 1933, "ola Mercantile» 
| Commerce Company is a wholly owned subsidiary of this | 
i Bank, with no Liabilities. Its Assets consist entirely of U. | 
l . Government Obligations, carried at bar.) 


| 
| Stock in Federal Reserve Bank in St. Louis 
| Real Estate (Company's Building) . 


Other Real Estate (Former Bank of Commerce Bldgs. ) 


Customers’ Liability on Acceptances and Letters 


$63,922,138.85 | 
51,995,556.91 $115,917,695.76 | 
. $24,707,961.28 $24,707,961.28 
7,548,240.88 | 
7,177,222.67 
10,194,716.97 49,628,141.80 
6,600,000.00 
390,000.00 
2,350,000.00 
1,500,000.00 
3,971.17 
11,318.34 
$177,245,655.39 


THE LIABILITIES 


| Reserve for Dividends Declared 


| Bank’s Liability Account Acceptances and Letters 


Deposits, Secured: Public Funds . $10,164,528. 98 
117,212,416.25 
Other Deposits, Time .... . . . 32.665,315.41 160,042,260.64 


All Securities pledged are to the U. S. Government or its Agents, State of 
| Missouri and the City of St. Louis, to secure deposit and fiduciary 


$10,000,000.00 
3,000,000.00 
$2,587,240.56 
300,000.00 2,887,240.56 | 
454,886.17 
613,795.00 
2,944.70 


ee eee 


244,528.32 


obligations. 


INSURANCE 


substantially those agreed to by Federal 
supervisory authorities at an interde- 
partmental conference held under the 
chairmanship of Secretary of the Treas- 
ury Morgenthau in 1934. At that time 
the Federal authorities were engaged in 
a long and arduous campaign to rehabil- 
itate the banking system after the 
cataclysm of 1933. The conference then 
held had particularly to do with the 
classification of “slow” loans in the 
bank examination schedule. 

To understand the situation at the 
time it may be well to recall that for the 
first 27 years of national bank history 
there was little or no classification of 
loans or investments. In 1890 there was 
the first indication of classification in 
the appearance of “‘loss”’ in the sched- 
ule. The Comptroller’s instructions to 
examiners at that time required com- 
ment on “probable loss’. In 1891 the 
schedule differentiated more closely by 
calling for “‘ book value” and “ probable 
loss’’. Near the end of 1910 there was a 
further change calling for “probable 
loss” —evidently in a more restricted 
sense—and “‘estimated loss’. In 1912 
further changes called for ‘estimated 
loss”’, and “ probable loss” was changed 
to “doubtful’’. The “ doubtful” column 
was more inclusive than “probable 
loss’’, since it included loans on which 
collections were slow. 


“SLOW” APPEARS 


UNDER the regime of John Skelton 
Williams in 1914-1921 criticized loans 
were definitely classed as “slow”, 
“doubtful”, and “loss”. That classifi- 
cation has continued, in principle, up to 
the present time. In this original classi- 
fication, however, “slow”? meant more 
or less exactly what the term implies. 
At the time this original classification 
was established, the Federal Reserve 
System was being brought into the 
banking picture. Apparently the “slow” 
classification was designed to segregate 
seasonal or other self-liquidating loans 
with more or less reference to the eligible 
paper classification from loans of other 
categories. Examiner comment on slow 
loans at that time was significant. 
“Good but slow” was quite common. 
“Will eventually pay out” was another 
frequent comment. In this slow column, 
however, were also listed loans which 
were on the border line between those of 
slow collections and those of doubtful 
quality. 

The object of the conference at the 
Treasury in 1934 was to clarify this situ- 
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ation and as a result of its deliberations 
the examiners in all Federal supervisory 
agencies were instructed not to include 
in the slow category loans which were 
essentially sound. Loans backed by 
good financial standing of the borrower 
or good collateral were to be excluded 
from the slow column without respect 
to maturities. The result was that from 
1934, when something like a quarter of 
the loans were listed as slow, up to the 
present time the proportion of loans in 
this column has progressively decreased. 
This has been due largely to improved 
business conditions, but the new regula- 
tion issued in 1934 has been a large fac- 
tor in the improvement. 

In spite of the instructions of 1934, 
however, some of the examiners of the 
various agencies—comparatively few— 
have persisted in including in the slow 
column loans which were essentially 
sound but which involved conditions 
which were considered unsatisfactory. 
Undoubtedly many examiners have an 
innate tendency to judge of the quality 
of loans from their liquidating value 
rather than from their essential sound- 
ness. In an aggregation of nearly a 
thousand examiners and assistant ex- 
aminers there are, naturally, optimists 
and pessimists. 


INVESTMENT ASPECTS 


CHANGES in the regulations governing 
investments are in some respects more 
important than those governing loans. 
The same principles of asset appraisal 
apply, but other factors are to be con- 
sidered. Bank funds placed in securities 
which have rising or falling market 
values are in a different category from 
those placed in loans which, presum- 
ably, are to be held to maturity and do 
not have open market values. In basic 
banking principles a bank investment 
in a bond should be a permanent invest- 
ment to be liquidated only at maturity 
or in a crisis in which a bank needs ready 
money, or possibly where a bank can 
make better use of its funds both for its 
own sake in the way of earnings or for 
the sake of the general welfare, such as 
in loans for current business. 

The chief new provision with respect 
to investments is that permitting banks 
to invest in local issues of industrial and 
other concerns of recognized standing 
and to carry these issues at cost. On the 
one hand this recognizes a distinct need 
of financing which banks are in a posi- 
tion to meet and which is likely to give 
them considerable new business. On the 
other hand the lack of marketability of 
such securities on exchanges emphasizes 
the permanent investment character of 
security holdings which the authorities 
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are encouraging. The principle of per- 
manent investment in securities by 
banks naturally precludes investment in 
speculative securities. 

One of the primary objects of the new 
regulations has been the coordination of 
all bank examinations. This applies not 
only to all state banks in the several 
states within and without the Federal 
Deposit Insurance Corporation but also 
to many banks in the Federal Reserve 
System only partly subject to the super- 
vision of the F.D.I.C. Banks in the 
Reserve System other than national 
banks are subject to examination by the 


Reserve Board as well as the several 
state authorities. The right of examina- 
tion lies in the Reserve Board, not in the 
Reserve banks. Originally it seems to 
have been connected with rediscount 
privileges, enabling the Reserve Board 
to determine just how far it could go in 
rediscounting paper for banks in a ques- 
tionable position. In practice, however, 
the Reserve Board has never done much 
in the line of examinations, thus causing 
examinations to be made under the 
supervision of the 12 district banks, 
with resultant diversity in practices. 
GEORGE E. ANDERSON 


Sle 
LIVE STOCK 


BANK 
of Chicago 


UNION STOCK YARDS 


1938 


STATEMENT CONDITION 


BOARD OF DIRECTORS 


FREDERICK H. PRINCE 
F. H. Prince & Company, Boston 


ROBERT H. CABELL 
President, Armour & Company 


ROBERT J. DUNHAM 
Investments 


RICHARD HACKETT 
General Manager, Central 
Manufacturing District 


ORVIS T. HENKLE 
Vice-President and General 
Manager, Union Stock Yard 

& Transit Co. 


ARTHUR G. LEONARD 
President, Union Stock Yard 
& Transit Co. 


JAMES A. McDONOUGH 
Investments, Boston 


WILLIAM J. O'CONNOR 
Ass't General Manager, Union 
Stock Yard & Transit Co. 


DAVID H. REIMERS 
President 


CLYDE H. SCHRYVER 
President, Chicago Merchandise 
and Equipment Co. 


THOMAS E. WILSON 
Chairman, Board of Directors 
Wilson & Company 


RESOURCES 
Gash and due from $ 15,731,156.06 
United States Government Securities........................-. 3,863,402.70 
State and Municipal Securities. 2,275,298.85 
4,066,867.15 
Federal Reserve Bank stock 60,000.00 
Bank building... 450,000.00 
Furniture and equipment. 1.00 
Interest earned, not collected. 55,297.07 
Current receivables and other assets......................... 50,061.57 
$ 27,460,313.59 

LIABILITIES 
Undivided profits 507,697.19 
17,350.25 
$ 27,460,313.59 


70th ANNIVERSARY YEAR 


Member Federal Deposit Insurance Corporation 
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The High Cost of Protegees 


ACK in 1931, when the bank 
mortality rate was nearing its 
peak, one of our most difficult problems 
was the question of accepting checks on 
neighboring institutions as the equiva- 
lent of cash. This problem was presented 
to us in its acute form the day George 
Burke came in to pay his sale note. 
George had banked for years at the 
Jackson State Bank in Plainville, and 
at that time almost everybody in the 
county knew that Dave Jackson’s bank 


was struggling with a slow but very 
definite depositors’ run. 

It wasn’t merely the question of 
marking George’s note “Paid” and 
turning it over to him in exchange for his 
check that bothered us. We would 
willingly have postponed settlement 
just to avoid confronting Dave with 
another forced reduction in his deposits 
at that particular time. 

While the teller was computing 
interest on the note, George got con- 


THIS STORE 
MIGHT NEVER 
HAVE REOPENED 


Wiped out by the fire? Insurance would 
of course replace the building and stock. 
But what about salaries, dividends, in- 
terest and taxes during the interval? 
Would the organization break up—find 
new jobs—reserves be depleted—debts 
pile up? Undoubtedly this would have 
happened— 


Except for the Vision of “The Boss” 


and the HOMETOWN AGENT 


“You insure property, why not its income?” 
was the suggestion of the home-town agent. And 
the ‘Boss’ had the wisdom and foresight to 
act on the suggestion by taking out a Fire- 
man’s Fund “Use and Occupancy” Policy 
Thus, with its income assured, the business was 
able to maintain its credit standing and con- 
tinue the pay checks of essential employees 


THEY HAD A RIGHT 
TO FEEL SECURE 


(Fire « Automobile » Marine + Casualty « Fidelity + Surety 


FIREMAN’S FUND 


HOME FIRE & MARINE 


nsurance Company 


IREMAN'S FUND 


OCCIDENTAL 


Insurance Company 


e Chicago *« SAN FRANCISCO 
STRENGTII 


New York 


PERM 


INSURANCE COMPANY 


FIREMAN’S FUND 
Indemnity Company 


OCCIDENTAL 
Indemnity Company 


ANENCI STABILITY 


Atlanta 


fidential. ‘I tell you, it’s just a shame,” 
he said. ‘‘ There isn’t a finer man in the 
county than Dave, and it’s going to be 
plenty tough on him if the bank goes 
under, after the way he’s slaved for it 
all these years. 

“Why, I'd still be working out by the 
month if it hadn’t been for Dave and 
his bank. When I started in farming 
for myself, it was Dave Jackson that 
furnished the money. When I bought 
my first 80, he backed me again. Yes, 
sir, I owe a lot to the Jackson State, and 


| I sure hope it survives this trouble.” 


By that time, he had finished writing 
his check, and handed it to me. It was 
drawn on the First National Bank! 

Oh, yes, George was grateful to Dave 
Jackson, as he had plenty of reason to 
be. But the minute he found his finan- 
cial feet, and was a little money ahead, 
he took it to the competitor bank 
across the street. George explained 
humbly that he wasn’t really out of the 
financial woods yet, and couldn’t 
afford to have his cash reserve tied up 
in a failed bank. Besides, he said, his 
little account wouldn’t make any 
difference one way or the other to Dave. 

Well, maybe not—intrinsically. But 
think of the effect on Dave’s spirit, or 
any other banker’s, to see the man he 
has indulged and befriended desert him 
when it comes his turn to need a helping 
hand! For years, George Burke had 
been one of Dave Jackson’s favorite 
protegees. It must have been a disillu- 
sionment to Dave when George switched 
his account. 


STILL A TEMPTATION 


IN general, booms and depressions 
have been playing hob, the past few 
years, with this business of bankers’ 
protegees. I doubt that they will ever 
be as fashionable again as they were in 
the palmy pre-war days—for they 
turned out in too mariy cases to be 
rather expensive hobbies. Yet even 
today this subtle form of temptation is 
one that frequently presents itself to 
bank executives. 

It is only natural that the lending 
officer of a bank should occasionally 
take an especial fancy to a young 
fellow who displays honesty and am- 
bition and seems destined to get ahead. 
It’s only human for him to decide in 
his own mind that here is a bird who is 
going places, and with that decision 
there arises a subconscious bias in the 
boy’s favor. 

Having formed his favorable judg- 
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ment, it becomes a matter of pride 
with the banker to see that judgment 
vindicated. He will tend, perhaps 
wholly without realizing it, to stretch a 
point here or overlook an objection 
there in passing upon his protegee’s 
applications for bank credit. The boy is 
apt, thus early in his career, to be a 
financial light-weight, so the banker 
inadvertently leaves his thumb resting 
on the right side of the scales. The 
application is approved, and a danger- 
ous precedent established. 

Of course this sort of thing happened 
a great deal more frequently in the old 
days when the country was growing up 
than it is likely ever to happen in the 
future. Some of the most inspiring 
stories of pioneer banking relate to the 
invaluable credit assistance rendered by 
some indulgent banker or other, without 
which this or that great business in- 
stitution could never have been estab- 
lished. In such cases, the organizer 
usually started out on a shoestring, 
often a broken shoestring at that. 

But today is not like yesterday. In 
the old days, opportunity was free; 
there were apples on almost every 
bough, begging to be plucked. It’s dif- 
ferent now, whatever the Fourth of 
July orators may say. Industry and 
business are intricate and highly or- 
ganized, competition is ruthless, and the 
young man without capital, however 
ambitious and admirable of character, 
must face tremendous difficulties as an 
independent enterpriser. 


TIMES HAVE CHANGED 


TO put it very bluntly, we might as 
well come down to earth and admit 
that character is no longer an ac- 
ceptable substitute for collateral to a 
bank loan. That has a harsh and ma- 
terialistic sound, and may tend to 
discourage the idealist. Remember, 
though, that we are talking here about 
the lending of bank funds. Your own 
money is yours to do with as you like; 
use that to boost the youngsters along, 
and the best of luck to you. 

But experience has taught that the 
management of deposited funds is 
subject to special rules. You as a bank 
officer may decide, on what seem to 
you to be sufficient grounds, that 
young Ben Brown is honest, energetic 
and deserving of bank credit. But that 
is your own judgment. And your 
depositors might not care about having 
you use their money to back your 
personal judgment of character, any 
more than they’d want it used to back 
your judgment of race horses. 

To prevent any confusion in terms, a 
distinction should perhaps be drawn 
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between the type of credit we are dis- 
cussing here and the so-called ‘“‘charac- 
ter loans” which are a_ recognized 
service of a good many well managed 
banks. In the latter case, the “charac- 
ter” element is no matter of guesswork. 
It is based upon careful investigation 
of the past records of mature applicants. 
Usually there is a nice, dependable 
salary check in the offing. 

In other words, we have there a 
scientific appraisal both of character 
itself and of the relative cost of charac- 
ter loans. It is based upon facts, not 
guesses. The personality of the bor- 
rower does not weigh; he gets the loan, 


if at all, not because he looks and acts 
honest, but because he has actually 
proved his honesty and reliability. 

In the old days when we had a 
relatively homogeneous population, and 
such graces as a man possessed were 
more likely to be inborn than acquired, 
it was reasonably safe for a banker to 
extend special credit privileges to a 
young man because he happened to like 
his looks and attitude. But in 1938, 
when every other youth in his twenties 
looks like a college graduate, you might 
as well expect to read his character in a 
crystal as in his face and actions. 

RoscoE Macy 


So many people have 
requested copies of the ‘‘Letters of 
a Business Man to His Son” adver- 
tisements, which we have been pub- 
lishing in Chicago papers, that we 
have reprinted these “Letters” in 


Kequeit™ 


booklet form. All “Letters” for the 
past 18 months — 48 of them—are 
included. While copies of the book- 
let are limited, we will gladly send 
copies to anyone interested — as 
long as the supply lasts. 


AMERICAN NATIONAL BANK 


AND TRUST COMPANY 
of Chicago 


LA SALLE STREET 


AT WASHINGTON 


Member Federal Deposit Insurance Corporation 
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Prevent —do not lament loss! 


“AM | MY BROTHER’S 
KEEPER!”’ 


Liability for bodily injury or property 
damage thrusts upon every person or organ- 
ization having contact with the public, the 
unwelcome role of ‘‘brother’s keeper’’. 


Thus, owner and contractor are respon- 
sible for public accidents arising from con- 
struction. Manufacturers and merchants 
may be defendants in suits involving mer- 
chandise or products. Liability hovers over 
those concerned with maintenance or use of 
buildings, or it may be incurred inci- 
dentally by contract. Hazards of teams, 
elevators and sports set the stage for 
numerous court cases. 


To cover these risks of ‘“‘brother’s keeper” 
the Companies below write various lines of 
liability insurance. Adequately protected, 
those responsible for injury or damage can 
transfer their risk and prevent financial loss. 


lerican Surely 


COMPANY 


New York Casualty 


COMPANY 
HOME OFFICES: NEW YORK 


These Companies also write Fidelity, Forgery and 
Surety Bonds and other forms of Casualty Insurance 


Incidentally — 


HEN John Brenza, president of the Metropolitan State 

Bank of Chicago, was in Yale, his roommate was 
J. F. T. O’Connor, former Comptroller of Currency. The 
roommate of his brother Julius was Marshall Diggs, Acting 
Comptroller. . . . Two of the biggest bankers in the coun- 
try, from the standpoint of stature, are Jerry Sullivan, 
vice-president of the Crocker First National Bank of San 
Francisco, and Dunlap C. Clark, president of the American 
National Bank of Kalamazoo. Both stand 6 feet 6... . 
Edward Elliott, vice-president of the Security-First Na- 
tional Bank of Los Angeles, was once a professor at Prince- 
ton University. His wife is a sister of the late Mrs. Woodrow 
Wilson. ... / Among bank examiners who have risen to 
high positions in the commercial banking world are William 
Taylor, executive vice-president of the First Wisconsin Na- 
tional Bank of Milwaukee. He was chief national bank 
examiner in the Cleveland and Chicago districts before ac- 
cepting the position in Milwaukee. . . . George Brown, 
president of the Integrity Trust Company of Philadelphia, 
is one of the most accomplished musicians among bankers. 
. . . Someone defined a bank examiner as a man who is 
seldom right but never in doubt. . . . Barnet L. Rosset is 
president of the Metropolitan Trust Company of Chicago, 
which enjoys the distinction of being the only independent 
trust company without deposit liability in the Federal 


- Reserve System. It carries no reserves. While a member of 


the F.D.L.C., it accepts no deposits. . .. Charles T. 
Fisher, just past 30, is president of the National Bank of 
Detroit—the largest bank between New York and Chicago. 
Before he was 30, he was vice-president of a major bank in 
Detroit, manager for Michigan for the R.F.C. and a director 
of the Reconstruction Finance Corporation. . . . Richard 
E. Hanson, vice-president of the Pennsylvania Company 
for Insurances on Lives and Granting Annuities of Phila- 
delphia, has been for many years one of the best golfers in 
banking. Louis P. Christenson, vice-president of the Man- 
ufacturers Trust Company of New York is another top- 
notcher on the links. . . . Merle Robertson, president of 
the Liberty National Bank & Trust Company of Louisville, 
is a cartoonist of ability and an expert carpenter. . 
Charles S. McCain, one-time president of the Chase Na- 
tional Bank, is president of the United Light & Power 
Company of Chicago. . . . Solomon B. Smith, vice-president 
of the Northern Trust Company of Chicago, is an expert 
miniature camera operator. He usesa Contax. . . . Rudolph 
E. Reichert served as bank commissioner of Michigan for 
an unbroken term of many years through both Republican 
and Democratic administrations. He is now serving as presi- 
dent of Ann Arbor’s largest bank. . . . It is reported that 
when one of the Washington banks invited the late Calvin 
Coolidge to open an account, he inquired if the bank had 
any honorary depositors. . ... George L. Harrison, pres- 
ident of the Federal Reserve Bank of New York, was one 
of the late Admiral Cary Grayson’s intimates. He gave his 
devoted friend two blood transfusions before Admiral 
Grayson died. . . . Frank F. Brooks, president of the First 
National Bank of Pittsburgh, was manager of the Banjo 
Club when he was a student at Yale. . . . Paul M. Davis, 
president of the American National Bank of Nashville, is a 
brother of Norman Davis, the roving American Ambassador, 
and of Judge Ewin Davis, a member of the Federal Trade 
Commission. 
REUBEN A. LEwIs, JR. 
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A Banker Explains Banking 


—apainngpeen of banks for not making 
loans, widely published in a syn- 
dicated newspaper column conducted 
by Jay Franklin, was answered by 
C. F. Burton, president of the City 
Bank, Washington, D. C., in an open 
letter published in the Washington Star. 
Mr. Burton made a forceful exposition 
of the banking business, particularly its 
responsibilities in the lending of money. 
By way of introduction to the letter the 
newspaper said: 


whole, employing many thousands of 
persons, and so near to the very heart of 
business in general and of public welfare 
that responsible persons and publica- 
tions should not take ‘pot shots’ at it 
just to gain applause. 

“The letter you quote is quite in- 
teresting and I agree with you that simi- 
lar thousands are pouring in, mostly to 
the R.F.C. However, if you will make 
close inquiry at the R.F.C., you will 
find that an extremely large percentage 


of them are cast aside as unworthy of 
consideration. I should not be surprised 
if those rejected would exceed 90 per 
cent of total applications. I recently 
presented to the R.F.C. the case of one 
of our customers and I was told that the 
requirements of the R.F.C. were very 
little, if any, less than those of the banks. 
The reason is perfectly plain to any one 
familiar even with elemental banking. 
Those being rejected constitute a por- 
tion of the thousands who would like to 


“On May 24 the Star published an | 
article by Columnist Jay Franklin in | 
which Mr. Franklin quoted a letter | 
from an unnamed business man who 
had been refused a loan by a bank. Mr. | 
Franklin stated in the article that such | 
letters were not unusual, that it was | 
apparent that there was a sit-down 
strike by banks in making loans and 
that this sit-down strike was one of the 
political mysteries of the times. At the 
end of the article Mr. Franklin sug- 
gested that bankers of the country | 
needed to do some explaining.” 

The newspaper added that in the 
accompanying letter Mr. Burton did | 
“some explaining.” The unusual length | 
of the letter was found. justified “by 
interest in the points made therein.” 
Mr. Burton’s communication, in part, | 
follows: 


MR. BURTON’S LETTER 


“AN Open Letter to Mr. Jay Franklin: 
“T carefully read your article which 

was published in the Washington Star 

on May 24 and, I presume, in other | 


papers which carry your articles. Your | . 


comments on the letter quoted therein | 
indicate that you seem sure that there is | 
a ‘sit-down’ strike by banks; that what | 
you term as ‘facts,’ as set forth in the | 
quoted letter, ‘seem to be strange, but 
they are not—unfortunately—unusual.’ | 
You state, ‘Why banks should follow | 
this peculiar policy is one of the political | 
mysteries of our times. I think a proper | 
explanation to the American people is in | 
order.’ . 
“T am inclined to believe your article, | 
which I consider most unfair, was writ- | 
ten without a thorough investigation | 
and due consideration of facts easily | 
obtainable from any reputable bank. 
I cannot agree that the letter you quote 
contains ‘facts,’ as you term it; at best, | 
it is merely a sketchy basis for criticism. | 
Since 1933 it has been extremely popu- 
lar to malign banks and bankers. How- | 
ever, banking is a big business as a | 
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R. G. RANKIN & CO. 


CERTIFIED PUBLIC ACCOUNTANTS 


Examinations 


of 


Banks and Trust Companies 


for 


Directors Committees 


NEW YORK 


CHICAGO 


WASHINGTON 


Make your desk-work more convenient, 


more efficient— save money — with the 


handsome handi-pen 


The handi-pen desk set is 
just what you need to mod- 


ernize your desk. It holds six ounces of ink, enough for a year’s aver- 
age writing (no leakage, no evaporation)—the pen, resting in ink 
to the proper level, is always ready to write with smoothness and 


Tear out coupon and mail today 


Sengbusch Self-Closing Inkstand Co. 
8B Sengbusch Building 
Milwaukee, Wisconsin 


Gentlemen: Please send me. 
free trial. 


speed (no constant dipping; no clog- 
ging or flooding) — its streamlined 
beauty stamps you as “up-to-date.” 


Please your customers by placing the 
HP-4 handi-pen on your lobby desks. 
The pen is firmly attached to the 
anchored base bya 24” chain, to avoid 
lost pens and spilling. Buy clean, safe, 
economical handi-pens from your 
Sengbusch dealer. Write direct to fac- 
tory for a set on 10-day free trial offer. 


handi-pens for 10-day: 
0 HP-5 For personal use [) HP-4 For lobby use. 
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Bank of America 
NATIONAL ASSOCIATION 
CALIFORNIA’S ONLY STATEWIDE BANK 


Condensed Statement of Condition 


June 30, 1938 
RESOURCES 

Cash in Vault and in 

Securities of the United States 

Government and Federal Agencies . . 440,200,387.05 
State, County and Municipal Bonds. . . 92,807,218.51 
Other Bonds and Securities. . ... . 42,361,927.91 
Stock in Federal Reserve Bank 2,.580,000.00 
Loansand Discounts . ..... 629,125.363.97 
Accrued Interest and Accounts Receivable 2,413,156.22 
Bank Premises, Furniture, Fixtures and 

Safe Deposit Vaulis ....... 35,816,479.84 
Other Real EstateOwned ...... 2.734,226.05 
Customers’ Liability on Account of 

Letters of Credit, Acceptances and 

TOTAL RESOURCES $1,498,527.625.71 


LIABILITIES 


22,.231.747.90 


Liability for Letters of Credit and as 
Acceptor, Endorser or Maker on 
Acceptances and Foreign Bills. ... 


DEPOSITS: 
Commercial $565,301.767.71 
Savings. . 792,476,942.22 1,357,778,709.93 


TOTAL LIABILITIES $1.498,527,625.71 


This statement includes the figures of the London, England, 
banking office: 12 Nicholas Lane, E.C. 4. 


MAIN OFFICES IN TWO RESERVE CITIES OF CALIFORNIA 
SAN FRANCISCO LOS ANGELES 
660 SO. SPRING ST. 


MEMBER 
FEDERAL DEPOSIT 
INSURANCE CORP 


499 Branches Serving All Caltiorata 


23,911,383.35 


GOOD Stationery CREATES 


GOOD WILL 


THE INSTITUTE OF 
Bank STATIONERS 


120 WALL STREET, NEW YORK 


borrow, but who have not sufficient as. 
sets of their own to give reasonable sup. 
port to a loan; or records of past per- 
formance that would justify a lender jn 
expecting repayment. .. . 

“Tt is difficult for the banker, but 
easy for others, to forget the violent 
criticism of the banks, around the time 
of the bank holiday, for having ‘frozen 
loans’; and the word ‘frozen’ in bank- 
ing does not mean bad, but loans slow 
and difficult of collection. Depositors 
wanted their money and they wanted it 
immediately, and no excuses were ac- 
cepted. One depositor turned down 
started a run, and the bank closed. Now, 
every one seems to have had a change of 
heart and wants the banker to ‘loosen 
up’ to make slow or doubtful loans and 
‘take a chance.’ Just when are they 
going to switch back again? 

“Apparently it never occurs to the 
public that out of an average bank’s 
total resources 5 per cent is capital, 5 
per cent surplus and 90 per cent de- 
posits borrowed from the public; that 
losses of 6 per cent of resources will im- 
pair capital so that the bank must find 
new capital or liquidate. The formula 
set up by supervising authorities is that 
a bank should have approximately $1 
in capital for each $10 of deposits. Some 
have more, but a few have less. How- 
ever, on the average it means that the 
bank loans consist of $10 of depositors’ 
money—due on demand—to $1 of the 
bank’s own capital. How many deposi- 
tors do you think would be willing to 
have their portion tied up in slow or 
semi-doubtful loans and would be will- 
ing to wait for their money until the 
loans are collected? How many deposi- 
tors do you think would be entirely 
satisfied if the bank assumed the first 
losses on frozen loans out of its portion 
and asked the depositor to take care of 
the rest by waiting and hoping? It was 
not men like you who sat in their offices 
in the banking crisis, losing their hair 
that was fast turning gray, trying to dig 
up greenbacks so that the depositors 
could hide them in safe-deposit boxes or 
mattresses. . . 

“The next thing to consider is the 
question of whether or not this appli- 
cant, whom you quote, was entitled to 
the accommodation requested. He states 
that he has a net worth of $6,000 and 
wants to borrow $1,000. Have you ever 
seen a statement where the applicant 
has $56,000 in assets and owes $50,000? 
I have, many times. That makes a net 
worth of $6,000. Would you care to lend 
your own and other people’s money on 
such a statement? In the case you cite, 
there is no indication as to what are the 
assets or the liabilities, nor whether he 
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has set down as an asset all of his 
accounts receivable—many of which 
might be bad; his inventory—which 
may be depreciated—or furniture and 
fixtures that would not be worth 10 
cents on the dollar. No indication is 
given as to whether it has been a profit- 
able business in the past or what ability 
has been displayed by the proprietors. 
You know nothing of their past records 
for bankruptcy, slow payment or other- 
wise. You merely wonder why a banker 
will not ‘take a chance’ and, if expecta- 
tions are not fulfilled, write if off against 
their stockholders’ investment.” 


A TYPICAL EXAMPLE 


BY way of illustration Mr. Burton 
analyzed in detail the statement of a 
loan applicant whose real need had 
proved to be capital. He added: 

“T tire of hearing people say that 
banks will not lend except on Govern- 
ment bonds. Such statements usually 
come from people unable to qualify 
as borrowers. The banks have millions 
upon millions loaned merely on signa- 
tures and the character and standing of 
the borrowers, but they are not going to 
break themselves or their depositors by 
making bad loans in order to avoid pass- 
ing criticism. The critics can pass too 
quickly to the other side when trouble 
comes. 

“Bankers are human beings despite 
all the funny stories related of them. 
They are just persons like yourself and 
not a species set apart. Few own any 
considerable portion of the banks in 
which they are officers. They are re- 
sponsible, not alone to their despositors, 
but to their own stockholders. The lay- 
man seldom, if ever, thinks of this. To 
him the banker is the bank. They can 
and do make mistakes and there are 
good and bad among them, but as a 
whole I claim that their standing in any 
community as honest, decent, law-abid- 
ing citizens will compare favorably with 
that of any other group who are trying 
to do their part—not with a glass eye, 
but with their hearts as well, trying to 
live up to the enormous and conflicting 
trusts that are given to them. 

“Now I must stop because the ex- 
aminers are outside my door, an income 
tax man wants to get in to check our 
1936 return and my cashier wants to go 
over the last return for social security 
and unemployment tax. I have an ap- 
pointment to meet the local assessor for 
valuation on bank buildings and to get 
acquainted with the law requiring us to 
pay 4 per cent of our gross receipts to the 
local government, in addition to real 
estate taxes. I also have to go over our 
pay roll to see if we cannot give some 
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more money to our poorly paid clerks 
and figure out some way to earn it while 
paying first some 14 per cent on our 
capital in taxes. Being a ‘capitalist’ 
who still owes for some of last Winter’s 
clothes, and a ‘bloated banker,’ I have 
not much to do but look forward to the 
next weekend with a sigh of relief, 
when I can quietly sit and figure how to 
have something left for 1,200 stock- 
holders, many of whom need money just 
as badly as some of these would-be 
borrowers. 

“T invite you to visit this bank for 
one day—longer, if you wish. I guar- 
antee that you will go out with an en- 


tirely different understanding of bank- 
ing from that contained in your article. 
That is where our chief difficulty lies— 
trying to find a way to make the public 
understand the fairly simple reasons for 
the attitude of bankers. It is the chief 
difficulty of business—trying to sell it- 
self to the public, to the politicians and 
to the writers, who never having been in 
business, look upon it as something 
mysterious that is daily sapping their 
life’s blood. Unfortunately, we are all 
largely at the mercy of those who are 
gifted in writing and speaking, few of 
whom have had to make a livelihood in 
the so-called business world.” 


The 
New York Trust 
Company 


I0O0 BROADWAY 


40th St. & Madison Ave. 


Fifth Ave. & 57th St. 


Representative's ( fice: 8 King William St., London, E. C. 4 


CONDENSED STATEMENT OF CONDITION 
At the close of business, June 30, 1938 


ASSETS 


Cash on Hand, and in Fed- 
eral Reserve and Other 
Banks . . . . .  .$ 92,925,093.13 

Exchanges, Collections and 
Other Cash Items 

United States Government 
Securities . 1§2,834,757.05 

Reconstruction Finance 
Corporation Notes . . 

Other Bonds and Securities 

Loans, Discounts and 
Bankers’ Acceptances . 101,814,390.71 

Interest Receivable, Ac- 
counts Receivable and 
Other Assets . . 

Real Estate Bonds and 
Mortgages 

Customers’ Liability for 
Acceptances and Letters 
. . . 

Liability of Others on Ac- 
ceptances, etc., Sold with 
Our Endorsement. 

Equities in Real Estate. 

Banking Premises—Equity 
and Leasehold 


36,037,527.81 


2,500,000.00 
11,668,868.15 


1,991,425.34 
4,725,693.82 


6,620,198.63 
5,698,229.02 


2,552,727.37 
$420,301 113.33 


932,202.30 


LIABILITIES 
Deposits . $335,009,362.76 


Outstanding 
and Cer- 
tified 


Checks . 21,941,626.91 356,950,989.67 


Dividend Payable July 1, 


625,000.00 


Accounts Payable and Other 
Liabilities . 2,757,472.18 
Acceptances and Letters of 


Credit . 6,893,757.52 


Acceptances, etc., Sold with 


Our Endorsement. 5,698,229.02 


Reserve for Contingencies . _7,028,933.78 
Capital 12,500,000.00 
Surplus 


Undivided 
Profits . 


25,000,000.00 


2,846,731.16 40,346,731.16 
$420,301 ,113.33 


United States Government obligations and other securities carried at $12,019,265.11 in the above 
statement are deposited to secure public and trust deposits and for other purposes required by law. 


MALCOLM P. ALDRICH 
New York 
ARTHUR M. ANDERSON 
J. P. Morgan & Company 


MORTIMER N. BUCKNER 
Chairman of the Board 


JAMES C. COLGATE 
James B. Colgate & Company 


ALFRED A. COOK 
Cook, Nathan, Lehman & Greenman 


WILLIAM F. CUTLER 
Vice-President 
American Brake Shoe & Fdy Co. 


FRANCIS B. DAVIS, JR. 
President, United States R CG. 


Trustees 
HARRY P. DAVISON 
J. P. Morgan & Company 


RUSSELL H. DUNHAM 
President, Hercules Powder Company 


SAMUEL H. FISHER 
Litchfield, Conn. 


ARTEMUS L. GATES 
President 


N. HOFFSTOT 
New York 


B. BREWSTER JENNINGS 
Socony-V acunm Oil Co., Inc. 


ROBERT A. LOVETI 
Brown Brothers Harriman & Co 


HOWARD W. MAXWELL 
New York 


HARRY T. PETERS 
New York 
DEAN SAGE 
Sage, Gray, Todd & Sims 


LOUIS STEWART, SR. 
New York 


VANDERBILT WEBB 
Curtis, Belknap & Webb 


MEDLEY G. B. WHELPLEY 
Guggenheim Bros. 


Mamber of the Federal Reserve System, of the New York Clearing House Association and of the Federal Deposit Insurance Cor poration 
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A MEASURABLE SWING” toward 
a lower interest rate for first mort- 
gage loans on new moderately priced 
homes is reported by the National 
Association of Real Estate Boards in 
announcing the results of its recent 
semi-annual realty market survey cov- 
ering 278 cities. 

The survey disclosed that the actual 
rate at which these loans were most 
commonly being made was 6 per cent in 
53 per cent of the cities whereas six 
months previously 60 per cent of the 
communities had reported that rate. A 
5 per cent rate was checked in 53 per 
cent while less than 25 per cent so re- 
ported in the preceding survey. In 3 per 
cent of the cities a range as low as 41%4 
per cent existed, although only two cit- 


208 SOUTH 


Our complete banking facilities in- 
sure out-of-town banks and bankers 
prompt, efficient and economical handling of ac- 


counts in Chicago— we invite you to use our facilities. 


Crry Narionat Bank 


AND TRUST COMPANY of Chicago 
LA SALLE 


(Member Federal Deposit Insurance Corporation) 


Our cheques are issued in Cana- 
dian and United States Dollars 
and Sterling. 


U. S. Dollar Cheques are redeem- 
able at par by the National City 
Bank of New York. 


ies showed this as the commonest rate. 

“The interest charge on the home 
buyer is still above 6 per cent in 8 per 
cent of the cities,” said the Association, 
“but six months ago this was true in 12 
per cent of them. Four cities in every 
hundred still check 7 per cent as com- 
monest. Less than one in every hundred 
still check 8 per cent as commonest. One 
community has a prevailing rate of 8% 
per cent. 

“The most common rate is not higher 
than 5 per cent in 24 per cent of the 
cities, and is under 6 per cent in 38 per 
cent, whereas this was true in only 27 
per cent of the cities six months ago.” 

The survey disclosed that although 
realty market activity had fallen off 
sharply compared with 1937, prices 


STREET 


SAFE 


Canadian Pacific Express 


TRAVELLERS CHEQUES 


Cheaper Home Mortgages 


_ activity is lower than it was a year ago. 
| In 9 per cent, however, it has advanced. 


| level. The survey makes no quantitative 
| measure of this change. But the index 


had either held their own or advanced the 
in a majority of the 278 cities covered ar 
by the study. ened 
Reports from every section of the % P 
country emphasized that uncertainty with 
as to the general business prospect was oi 
by far the chief deterrent to real estate § "8 | 
advance, said asummary of the findings, “Tl 
“The largest cities have felt the re- ? 
cession hardest,” the association stated. seek! 
“Business property has been somewhat 
less generally affected than residential sa 
property, and office structures, slowest rg 
of the three groups to recover from the § * P 
1933 lows, show in the present survey al- = 
most no halt in their advance. : ~ 
“The bad news shown by the survey S 


is the drop in market activity. In 74 
per cent of all the cities reporting, 


In 17 per cent it has kept to the 1937 


of real estate sales compiled for the as- 


sociation from week-by-week reports : 
| from selected metropolitan areas over sd 
the country shows the current volume fe | 
as about on a level with May of two oe 
years ago. It is at 51 per cent of the re 
level prevailing in 1936, whereas at the Mz 
1937 May peak it had climbed to 61 wn 
per cent of that level. Real estate sales a 
volume has been growing for the last “ 


NEW YORK 


Thomas A. Wilson, president 
of the Marine Midland Trust 
Company of Binghamton, was 
elected president of the New 
York State Bankers Associa- 
tion at its annual conven- 
tion recently 
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three months (April, May and June), 
the index shows.”’ 

Comparing conditions with those of 
the May-June 1937 high, the survey 
found that real estate prices had weak- 
ened in 36 per cent of the cities, while 
56 per cent showed prices on a level 
with a year ago and higher prices were 
reported by 8 per cent, the gains rang- 
ing from 5 to 20 per cent. Decreases 
were from 2 to 25 per cent. 

The reports revealed that capital was 
seeking loans in 68 per cent of the 278 
cities, as compared with 73 per cent a 
year ago, while supply and demand for 
mortgage money were in equilibrium in 


21 per cent as against 16 per cent last _ 


year. In 11 per cent of the cities loans 
were seeking capital, the same propor- 
tion as midway in 1937. 

Geographical variations were more | 
pronounced in the recent findings than | 
in those of any recent survey of the 
association. New England showed the 
most general gain in activity over a 
year ago, but the south central region | 
showed the most general advance in | 
prices. 

Of New England cities reporting, 31 
per cent had greater real estate market | 
activity than prevailed a year ago 
(more than three times as many as the | 
national average) and 11 per cent | 
showed prices advanced over those of | 
May 1937. Of cities of the south central | 
region, 19 per cent reported bettered | 
activity, and 22 per cent showed price | 
advances. Of north central cities, 14 | 


WYOMING 


W. E. Pearson, president of 

the First National Bank of 

Lovell, has been elected presi- 

dent of the Wyoming Bankers 

Association for the current 
year 


per cent enjoyed increased activity, but 
only 5 per cent had a rise in prices. 

District and county real estate boards 
—covering suburban areas—made a 
better-than-average showing, 13 per 
cent of them reporting activity rising 
and 13 per cent reporting prices 
advanced. 

There was an under-supply of single- 
family dwellings in 41 per cent of the 
cities, and a prospective under-supply 
in an additional 18 per cent of them. 
Over-supply existed in only 3 per cent 
despite some new doubling of families 
during the year and despite new build- 
ing. Normal balance of apartment space 


was shown in 60 per cent of the cities 
but an under-supply existed in 29 per 
cent and a prospective shortage in an 
additional 10 per cent. The like survey 
of six months ago showed an under- 
supply of houses in 52 per cent of the 
cities, and an over-supply in 5 per cent. 
It showed an under-supply of apart- 
ment units in 40 per cent. 

There was a continuing under-supply 
of dwellings and apartments the survey 
showed. 

The market for improved home sites 
was on a level with a year ago in 38 per 
cent of the cities, was more active in 25 
per cent, and lower in 37 per cent. 


Cleveland 
Crust Company 


Banking Offices located throughout Greater Cleveland and nearby 


CONDENSED STATEMENT OF CONDITION, 


JUNE 30, 1938 


ASSETS 


Cash on Hand and in Banks 


United States Government obligations, direct 


and fully guaranteed 


State, Municipal and Other Beads a and laweee- 


$ 100,172,974.67 


102,100,524.42 


ments, including Stock in Federal Reserve 


Bank, less Reserves 


Loans, Discounts and Advances, less Reserves 


Banking Premises . . 
Other Real Estate, less Reserves 


12,328,100.61 
129,288,930.93 
5,890,597.65 
11,035,342.30 


Interest and Earnings Accrued and Other 


Resources . 


Customers’ Liability o on Acceptances and Letters 
of Credit Executed by this Bank . 


Total 


LIABILITIES 
$ 14,137,500.00 


Capital Notes 


ubordinated to Deposits and. 
Other Liabilities) 


Capital Stock. . . 
Surplus and Undivided Profits 


Reserve for Taxes, Interest, etc. . 
Dividend Payable July 2, 1938 
DEPOSITS 


Estates Trust Department 
(Preferred) . 


Corporate Trust Department 
(Preferred) . 


Other Liabilities 


Customers. 


Total 


MEMBER 
FEDERAL RESERVE 
SYSTEM 


August 1938 


Retirement Fund for Capital Notes . 


Acceptances and Letters of Credit Executed for 


2,935,025.35 


1,285,946.19 
$ 365,037,442.12 


13,800,000.00 
4,306,168.54 


$ 32,243,668.54 
201,000.00 
1,664,816.42 
138,000.00 


$ 141,557,776.22 
170,138,808.20 


11,180,001.27 


4,517,795.70 


$ 327,394,381.39 
2,109,629.58 


1,285,946.19 
$ 365,037,442.12 


MEMBER 
CLEVELAND CLEARING 
HOUSE ASSOCIATION 


Member Federal Deposit 
Insurance Corporation 
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Forty-nine firms involved in Memphis industrial | 


expansion last year placed nearly five million 


dollars of new money in circulation. Watch 


the industrial South! Watch Memphis, the Mid-| 


South Capital ! 


THE 


FIRST NATIONAL 


BANK OF 


MEMPHIS 


MEMPHIS, TENN. 


YOUR BOARD AND THE 
NEW DEVELOPMENTS 


This is a time when well informed directors 
are pillars of strength. BANKING has a group 
subscription plan, by means of which your 
bank can supply this magazine, each month, 
to all or selected members of your board The 
cost is negligible 
MORE THAN A THOUSAND BANKS 
ARE MAKING PROFITABLE USE OF IT 


Government Light and Power 


a problem facing light and power 
company managements is what can 
be done to bring about a return of 
investor confidence in the industry so 
that funds will again be available for 
investment in its equities, says a report 
of the public services securities com- 
mittee of the Investment Bankers As- 
sociation submitted to the board of 
governors by George D. Woods, vice- 
president of the First Boston Corpora- 
tion, New York, as committee chair- 
man. 

Asserting that “the factor of Federal 
activity in competitive undertakings in 
the power and light field is of the utmost 
importance and seriousness in its effect 
on investor confidence”, the report 
goes on to say that there can be no 
progress in restoring that confidence by 
debating the soundness of expenditures 
already made. 

“The dams, power houses and equip- 


CREDIT COMPANY, patimore 


Capital & Surplus Over $64,000,000 


UNDED in 1912, with $300,000 
capital, Commercial Credit Company 
is today one of the largest institutions 
of its kind. It operates through more than 
4,000 in 
more than 200 offices 
in the United States Short Term Notes 
and Canada, and is | Limited amounts 
owned by more than | Upon request — 
at current dis-]| . 
count rates. 


20,000 stockholders. 
Bank Relations Dept. 


STATEMENT OF CONDITION 


June 30, 1938 
RESOURCES 


U. S. Government Obligations 

State and Municipal Bonds. 

Other Bonds and Investments 

Banking House 

Furniture and Fixtures 

Customers Liability under Letters of C redit 
Interest earned but not collected. 

Other Assets 


Cash on hand and due from Federal Reserve Bank and other correspondent banks 


$12,109,420.02 


9,186,838.43 
4,430,372.96 
4,174,207.51 

874,000.00 


6,760.00 
157,281.29 
37,952.05 
16,648,080.92 


$47,627,042.77 


LIABILITIES 


Common Stock 
Preferred Stock.......... 


Undivided Profits . ; 

Reserve for Contingencies. . : 
Reserve for Taxes, Interest, etc.. 
Customers Letters of Credit... . . 
Interest collected but not earned. 


43,708,749.96 
$47,627 ,042.77 


The Omaha National Bank 


OMAHA, NEBRASKA 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


ment, transmission lines and distriby. 
tion systems which have been built are 
now a part of our national landscape, 
They are permanent and cannot stand 
idle. What can be done is to formulate 
a policy for the future. 

“The Administration can do two 
things. It can and should stop further 
grants and loans by the Public Works 
Administration for competitive systems, 
It can and should aggressively proceed 
to conclude pending negotiations with 
private companies for a sound basis on 
which the operations of Federal prop- 
erty and private property can be coor- 
dinated. Such negotiations, when suc. 
cessfully concluded in the Northwest— 
affected by the Bonneville development 
—and the Southeast—affected by Ten- 
nessee Valley Authority—would set a 
pattern for cooperation elsewhere. The 
power and light industry should sin- 
cerely and earnestly pursue such nego- 
tiations to a conclusion. Nothing short 
of these steps will satisfy the investor 
that the Federal expenditures—made 
and to be made—can do other than 
adversely affect existing investments in 
the equities of the power and light 
industry.” 

The report asserts that it is difficult 
to get an idea of the extent of the Gov- 
ernment’s venture in this field because 
there has been no official compilation of 
the investment. 

“However,” continues the commit- 
tee’s statement, “it is estimated that 
approximately $931,000,000 has been 
actually allotted and practically all 
spent in a manner affecting the power 
and light industry. The ultimate cost of 
projects undertaken is estimated at 
$2,262,000,000.” 


Answer to puzzle on page 9 
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Words and Music 

Just a Minute : 

Possible Credit Expansion 
Government Finance . 

The Monopoly Investigation . 

The Next Generation of Savers 

Where to Look for Profits 

In the Lifetime of Senator Glass . 
Canadian Banks Strike Back 

It’s Bargain Day for Borrowers 
Aviation Leaves the Past 

Real Estate Loan Teamwork . 
Quaint Devaluation 

The Legal Answer Page 

Some Attractive Loan Prospects (Pic tures) 
The Month (Pictures) . 

World’s Fair Savings Clubs (Pictures) 
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Allen Wales Adding Machine Corp. . 
American Credit Indemnity Co. 

American Mutual Liability Insurance Co 0. 
American National Bank and Trust Co. . 
American Surety Co. 
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Lumbermens Mutual Casualty Co. 


Manufacturers Trust Co. 

Marine Trust Co. of Buffalo 

Maryland Casualty Co. 
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Julius Mathews Special Agency 

George S. May Co. 
Mercantile-Commerce Bank & Trust Co. 
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Moody’s Investors Service . 
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FIDELITY 
INCOME PLAN 


Unique because it makes thrift 
pleasantly compulsory 


EN and women who would ordi- 

narily not bother to set aside 
small sums of money regularly have a 
real incentive to do so under the Fidelity 
Income Plan. 


A few dollars a week grow into a sub- 
stantial sum by the time a Fidelity con- 
tract matures and the contract-owner is 
usually grateful for the self-imposed 
financial discipline the plan has required. 


The plan operates on an actuarial 
basis with a specified maturity date and 
a guaranteed result. It is a supplement 


to, and not a substitute for, savings ac- 
counts, life insurance and other sound 
financial programs. 


The Fidelity idea of money accumu- 
lation appeals so strongly to thrift- 
minded individuals that Fidelity did 
51% more business in the first six 
months of 1938 than in the same period 
last year. 


A Fidelity credit file is available to 
any interested banking institution upon 
request. 


Established over 27 years ... Assets over $36,000,000.00 


FIDELITY INVESTMENT ASSOCIATION 
Wheeling, West Virginia 


FIDEL ASSOCIATION OF NEW YORK, INCORPORATED 


JouHN MarsHatt . Washington, D. C. 


Chairman of the Board 
Associate, Covington, Burling, Rublee, Acheson & Shorb 
Former Assistant Attorney General of the United States. 


Howarp E. Reep . . . Pittsburgh, Pa. 
Vice-President 


Carmi A. THompson.Cleveland, Ohio 
President 


Director, Ohio State Life Insurance Co. 
Chairman of Board, International-Stacey Corp. 
Chairman of Board, Midland Steamship Co, 
Former Treasurer of the United States. 
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BANKING’S DIGEST—AUGUST 1938 
A Nationwide Report of Outstanding Speeches 


LEONARD P. AYRES 
Sidelights of Pump Priming FRANK K. HOUSTON 


WILLIAM S. ELLIOTT 

Let’s Try Salesmanship . . . WALTER D. FULLER 
The Care of Young Industries 
Figurehead Directors 
What an Engineer Saw in Europe . 
True Bank Earnings ELBERT S. WOOSLEY 
More Government Banking F. CYRIL JAMES 
Why Managed Money Is Here to Stay . ALEXANDER STANDISH 
A Bank Director Talks to Bankers 
Insurance Can’t Replace Principles GEORGE H. GREENWOOD 
The Front Line Trenches . F. M. ROBERTS 
Borrowed Money ORVAL W. ADAMS 
For Value Received . ARTHUR T. BRETT 

The Road to Better Things WILLIAM MATHER LEWIS 
| Guides to Abundant Living C. B. WILLIAMSON 


Be Careful of Slogans H. OBERMEYER 


Mexico Takes Back Her Oil { NORMAN E. TOWSON 
JOSEPH C. ROVENSKY 


Leaner Days for Capital E. A. KINCAID 
The Railroad Story in a Nutshell 

Why Capital Is Cautious 

Opportunity in Personal Loans 


Bartered Liberty 
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State and Municipal Issues 


FIRST SIX MONTHS—1938 


Underwritten alone or with associates by Halsey, Stuart & Co. Inc. 


+$2,415,400 


ALBANY, N. Y. 
2% &2% % Bonds, Due 1939-78 


t 5,000,000 ALLEGHENY COUNTY, PA. 


74,000 
100,000 
1,070,000 
68,000 
4,000,000 


200,000 


2,600,000 


125,000 
250,000 

50,000 
350,000 
204,000 

67,000 
150,000 


105,000 


100,000 
100,000 
120,000 
165,000 


437,000 


2% % Bonds, Due 1939-68 

BAY CITY, MICH. 

1% % Bonds, Due 1939-41 

BETHLEHEM, PA.., S.D. 

1% % Bonds, Due 1939-43 

BIRMINGHAM, ALA. 

344% Bonds, Due 1942-58 

BLOOMINGTON, IND. 

2% Bonds, Due 1939-48 

BOSTON, MASS. 

0.90% Temp. Loan Notes, Due 4-12-1939 

BURNS, BIRDSALL, ALMOND, N. Y., etc. 
TOWNS OF, C.S.D. No. 2 

3% Bonds, Due 1940-67 

CHICAGO, ILL., WATERWKS. SYSTEM 

3% &3%% Certificates of Indebtedness, 

Due 1943-54 (Two Issues) 

DULUTH, MINN. 

2.60% Bonds, Due 1941-52 

EAU CLAIRE COUNTY, WIS. 

2% Bonds, Due 1939-48 

ENDICOTT, N. Y., VILLAGE OF 

1.10% Bonds, Due 1939-43 

ERIE, PA., S.D. 

2% % Bonds, Due 1940-48; Opt. 1942 

FULTON, N.Y. 

1% % Bonds, Due 1939-48 

GRANVILLE, N. Y., TOWN OF 

2.10% Bonds, Due 1939-48 

GUILFORD COUNTY, N.C. 

3% Bonds, Due 1944-53 

HASTINGS-ON-HUDSON, N. Y., 
VILLAGE OF 

2% % Bonds, Due 1939-48 

KINGSTON, PA., S.D., BOROUGH OF 

2% Bonds, Due 1939-43; Opt. 1940 

LAWRENCE, MASS. 

2% Bonds, Due 1939-48 

MASON CITY, IOWA, IND. S.D. 

2% % Bonds, Due 1939-57 

MEDFORD, MASS. 

2% % Bonds, Due 1939-48 

MONTCLAIR, N. J.. TOWN OF 

2% % Bonds, Due 1939-70 


*$ 85,000 NEW CASTLE, PA., S.D. 


2% Bonds, Due 1939-45 


150,000,000 NEW YORK, N. Y. 


* 741,000 


92,000 


170,000 
125,000 
435,000 
1,100,000 
2,000,000 
192,000 
165,000 
438,000 
100,000 
192,000 
2,468,000 
519,000 
546,000 
173,000 
100,000 
500,000 
160,000 
80,000 


530,000 


3% & 3% % Bonds, Due 1939-78 

NEW YORK, N. Y. 

4% Bonds, Due 1952-62 

NORTH HEMPSTEAD, N. Y., 
TOWN OF, U. F.S. D. No. 4 

2% % Bonds, Due 1941-55 

OSWEGO, 

1.80% Bonds, Due 1939-48 

POCOHONTAS COUNTY, IOWA 

2% % Bonds, Due 1945-50; Opt. 1944 

RAMSEY COUNTY, MINN. 

2%% Bonds, Due 1939-48 

ROCHESTER, N. Y. 

1.70% Bonds, Due 1940-48 

ROCHESTER, N. Y. 

2% Bonds, Due 1939-58 

ST. JOSEPH COUNTY, IND. 

2% % Bonds, Due 1939-48 

ST. PAUL, MINN. 

2.20% Bonds, Due 1939-48 

SCHENECTADY, N. Y. 

1.80% Bonds, Due 1939-48 

SWISSVALE, PA., S.D., BOROUGH OF © 

2% % Bonds, Due 1939-48 

TAUNTON, MASS. 

1% % Bonds, Due 1939-48 

TENNESSEE, STATE OF 

2% % Bonds, Due 1948-49 

TROY, N. Y. 

2.20% Bonds, Due 1939-48 ; 

VESTAL, N.Y., TOWN OF, C.S.D. No. 1 

2.90% Bonds, Due 1939-62 : 

WALTHAM, MASS. 

2% Bonds, Due 1939-48 

WEBSTER COUNTY, IOWA 

2% % Bonds, Due 1948-53 

WEST VIRGINIA, STATE OF 

2% % Bonds, Due 1938-62 

WILLIAMSPORT, PA. 

1% % Bonds, Due 1939-47 

WORTH COUNTY, IOWA 

2% % Bonds, Due 1949-50; Opt. 1944 

WRIGHT COUNTY, IOWA 

1% % Bonds, Due 1939-45 


*Underwritten alone by Halsey, Stuart & Co. Inc. + Account beaded by Halsey, Stuart & Co. Inc. {Member of Underwriting and Distributing Group 


Descriptive circulars and current quotations will be supplied for any of the above securities upon request. 


HALSEY, STUART & CO. Inc. 


CHICAGO, 201 South La Salle Street 


NEW YORK, 35 Wall Street 
AND OTHER PRINCIPAL CITIES 
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Sidelights of Pump Priming 


Political Prosperity 


LeoNARD P. Ayres, Vice-president, Cleveland Trust 
ompany, before THE GRADUATE SCHOOL OF BANKING. 


H)ROBABLY the most important result of our great labo- 
ratory experiment in pump priming is that it has pro- 
juced a new sort of political machine that is armed with the 
power to create a certain kind of prosperity, as Walter Lipp- 
mann pointed out. Under this new arrangement the politicians 
easingly take over activities formerly exercised by bank- 
rs and investors. The party in power does the borrowing, 
the spending and the investing, and with that power it fixes 
farm prices and industrial wages. It lavishly spends money 
which individuals use to buy consumer goods, despite the 
fact that a normal recovery depends on business spending 
for durable goods. 

To ask these politicians to promote a normal recovery 
through private enterprise would be asking them to give up 
avast new power that they have just acquired. It would be 
asking them to surrender the most perfect device ever in- 
vented for winning elections and staying in office. 

The new system of politically primed prosperity can be 
made to work well enough to get the people into the habit of 
becoming dependent on it. That process is already well un- 
der way. Moreover, it is true that American resources are so 
great that they can support such a program for a long time 
to come. This is a very serious condition, for in the long 
run the new system of political prosperity can be made to 
work well enough to destroy gradually the habits of self-help 
and enterprise on which a free society depends. 


What We Need 


Frank K. Houston, President, Chemical Bank & Trust 
Company, New York, before the NEw YorkK STATE BANKERS 
ASSOCIATION as President. 


IF given a chance and the proper encouragement, I believe 
business would do its own pump priming on a far more 
successful scale than the Government can possibly do. It is 
my belief that a nation can no more borrow and spend its 
way out of a depression than an individual can. 

In the depression of 1921 we did not resort to Government 
spending but did encourage private enterprise and private 
investment. In that year the Government balanced its 
budget, reduced its debt over a billion dollars and business 
made a comparatively rapid recovery. 

What we need now is amended legislation that will en- 


courage private capital to be put to work with an expectancy 
that it will be allowed to receive and retain a reasonable 
reward. We need relief from punitive taxes; we need amend- 
ments in the labor relations act; reductions in social security 
payments; cessation of restriction and over-regulation of 
business. We need a Government proclamation that it will 
stop increasing its active participation in business. 

To have a permanent business recovery in this country, 
it is not only necessary that confidence be restored but we 
must stop disregarding the laws of supply and demand; stop 
trying to run water upstream. We must get our people to 
depend more upon their own efforts, as our forefathers did, 
and look more to themselves than to the Government for 
support. 

It is estimated that this Fall will see 4,000,000 farmers 
eligible for checks; 3,000,000 families on W.P.A.; another 
3,000,000 families on local relief; 2,000,000 others getting 
old age pensions, and many on P.W.A. jobs, all of which 
means more and bigger taxes and more dependents on the 
Government. 


Back in 


Wit.1aM S. ELLIoTT, President, Bank of Canton, Georgia, 
before the WISCONSIN BANKERS ASSOCIATION. 


bees will pardon a personal reference when I mention the 
depression which began in 1893. I was a lad on a Southern 
farm during the period which lasted nearly six years with 
severe and gradually diminishing intensity. All the earmarks 
of the 1929 depression were present then. Low prices, unem- 
ployment, bankruptcies, stagnation of business and loss of 
confidence were powerful factors making and maintaining 
“the hard times.” True, we did not have as many bank fail- 
ures as during the recent collapse, but there were not as 
many banks in 1893 as in 1933. Nor were there as many 
large banks. 

We had no kindly Government in 1893 to help us out with 
charity, ‘made work” or with loans. Liquidation ran its 
unbridled and painful course. The excesses of other days 
were paid for in the only coin that could certainly and 
quickly discharge them. Debts, as a rule, were reduced 
rather than increased. We farmers of the South, with a 5 cent 
price, and less, on our cotton, buckled our belts more tightly 
about us, divided our substance with neighbors less fortu- 
nate than ourselves, and rode out the storm. When, ulti- 
mately, the “prosperity special train” came along in 1899 
we were ready to get aboard, chastened but self-reliant and 
with independence of spirit and self-respect unimpaired. 


Intelligence 


“Ou successful man is the one who through intelligence adjusts himself to his environment. 
It must be through intelligence, for the exercise of thought is what distinguishes man from the 
beasts. Nor does success depend upon the extent of productivity or the degree of eminence. 
After the milk has been brought from barn to dairy we do not speak of the successful cow; nor 
is brontosaurus referred to as the successful dinosaur. If one is speaking of homo sapiens, in- 
telligence is the essence of success. —CHARLES SEYMOUR, President of Yale University. 
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Watter D. Futter, President, The Curtis Publishing 
Company, before the Boston CHAMBER OF COMMERCE. 


| pean seven years we have been trying to “push” this coun- 
try into prosperity. I submit that the effort has been a 
failure. 

The thing which has not been tried, and the one thing that 
has been needed throughout this whole period, is a frank 
realization of the basic and time-tested fundamental idea 
which has motivated America through its 150 years of 
growth. What I am talking about is the need for turning to 
the fundamental American selling method to accomplish re- 
sults; the necessity for stimulating the desires, the wants and 
needs of our 130 million population and of the two billion 
people throughout the world through various forms of sales 
promotion. 

American business men should never forget the magic of 
increased turnover. One hundred dollars turned over yearly 
at a 10 per cent profit gives us a gain of $10. The same $100 
turned over twice yearly and with the same percentage of 
profit means more than a $20 gain. Thus, through the process 
of increased turnover may come work for more people, lower 
costs and better things for everyone. Better selling makes 
higher turnover possible. The papers are full of the news of 
billions for pump-priming, yet a mere 5 per cent increase in 
the turnover of goods in the nation would exceed these bil- 
lions which must be raised by debt or taxes. Imagine what 
a 25 per cent increase would do—we would be equalling 
the national income of the late 1920’s. 

From the days of New England’s clipper ships we have 
been the master salesmen of the world. Ask the average man 
what has made America and 10 to 1 he will reply ‘“‘ Mass pro- 
duction”; but what makes mass production possible? If the 
volume of sales isn’t there, then mass production isn’t possi- 
ble. It has been a sales job, an honest and truthful sales job. 
Yankee ingenuity applied first to selling and then to manu- 
facturing and invention. 

Who has sold the people of America the want for the high- 
est standard of living in the world? Who has sold them the 
American system of individual enterprise and initiative? 
We all have — we and our fathers before us. And who has 
been selling some of them in recent years to collectivism, to 
class hatred, to existence without work, and to the social 


CuaRLES F. KetrerinG, Chairman, Board of Directors, 
Winters National Bank & Trust Company, Dayton, and 
Vice-president, General Motors Corporation, before the 
BANKERS ASSOCIATION. 


VERYTHING we have today was some time a very 
fragile idea in some mind. 
The bankers want to run everything on capital invest- 
ment and cash and interest and so forth. 
If you tried to raise a child by the same method that 
we try to raise industries today, a baby nine months old 
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Let’s Try Salesmanship 


The Care of Young Industries 


errors of the Old World? I do not need to tell you, but I wil] 
say that the selling has been by the use of Yankee methods of 
publicity and propaganda, distorted with half-truths ang 
with muckraking use of only the bad and never the good 
even when the good exceeds the bad 10 to 1. As the late 
Frank I. Cobb said years ago ‘‘ When the Government lies 
it does not lie sneakingly or furtively, but proudly and 
ostentatiously.” 

The very tools by which America has become great have | 
been turned against America and it is high time that jp. } 
dustrial and commercial America recapture the initiative, 

If American people want things badly enough, they usually 
find a way to get them. We have been confused for seven | 
years with theories which have not been successful. May | f 
suggest that if we had spent that period in stimulating the 
desires and wants of our people and of our foreign customers 
and in encouraging those who could not satisfy them, the 
people would themselves have found the way to meet their 
needs and desires. 

The fundamental thing is a tremendously intensified de- 
sire, a desire so acute that it will simply drive individuals to 
find the way to satisfy their need. I realize there are 
many difficulties in the way of such an accomplishment. | 

The only way we are going to get out of this depression is 
to trade and work ourselves out. 

Those who fear the normal progress of the American pub- 
lic will say that stimulating public desires beyond the pub- 
lic’s capacity to pay will bring in its train an increase in the 
dangers of over-instalment buying, increased pressure 
on the Government for distribution of wealth, increased 
crime, etc. May I point out that we have had all of these 
difficulties in the present process of attempting to “buy” 
ourselves a prosperity and that the future along the line 
suggested could hardly be worse than the past. But, among 
others, it would have this great redeeming feature, that we 
would be pulling the load rather than pushing it, that we 
would be catching our flies with molasses rather than with 
vinegar, and that as people found the means of satisfying 
their desires, we would have a strengthening of commerce, 
industry and agriculture. 

I am certain that if people use and enlarge our national 
heritage of Yankee salesmanship many of our present day 
troubles will soon be behind us. 


would have to be earning its living. We have got this idea of 
capital invested or return on capital. We have people scared 
to use their imaginations. 

When I say business men or bankers, I speak figuratively 
as representing the whole world, because all business people 
are alike. You sit down. You want to do something. And 
some fellow says, ‘“‘What are you going to make out of it? 
How much return are you going to get out of it?” I say, “I 
never developed anything that I thought I was going to get 
anything out of. That was accidental and afterwards. You 
have to get the thing going first.” He says, “Well, but 
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you can’t buy this stuff unless you see what return you are 
going to get on it.” I say, “Is that the way you buy every- 
thing?” He says, “Surely.” I say, “What return do you get 
on your dining room table? You don’t buy a single thing 
that is worthwhile that you give a damn about the capital 
return on. There isn’t a thing in life that is worthwhile that 
you work on the basis of capital return. We talk it, but we 
don’t live it.” 

We are going through a very peculiar period all over the 
world, largely because we have become too good bookkeep- 
ers. We know how to add, divide and subtract and keep the 
balances. I have always found when you got your balances 
too good, something happened to them. And that is appar- 
ently what happened here. 

We have been able to absorb tremendous losses. We still 
have the country all here. And as long as it doesn’t wash 
down the rivers into the ocean, it is going to continue to be a 
wonderful country. We have everything in the world here. 
We have the finest people, the finest factories, the finest 
business judgment, the finest banks. The only reason we are 
in the doldrums today from the standpoint of the research 
engineer is that we have not been looking far enough ahead. 
The engineer has been blamed for all of this. It was called 
technological unemployment. I am perfectly willing to 
accept part of the blame, but not because we had too much 
technological employment but because we didn’t have 
enough. 

The best illustration I think of is the fellow who went 
down to catch a 10:30 train. He got there 15 minutes before 
the train was to pull out, at 10:15, and it had gone. He flew 
into a rage, sued the railroad, said they had no right to pull 
out ahead of time. The thing came to trial and the railroad 
company produced documentary evidence that the train did 
not pull out ahead of time. It was 23 hours and 45 minutes 
late. That is about how far ahead I think technological de- 
velopment is. We are about three laps behind, and not 
ahead of this depression. 

If we had a lot of new industries tomorrow, we would 
start to make new things. People say, “What are the new 
industries?” I say, “I don’t know what they are.” Nobody 


was ever able to tell anything about an industry when it was 
growing up, any more than you can tell anything about a 
baby a year or so old, as to what kind of citizen it is going to 
make. 

Generalities are the things you have to fight. The fact that 
seventeen things work out one way doesn’t prove that the 
eighteenth will work out the same way. Consequently we get 
the matter of experimentation. Let’s try the thing out, in- 
telligently as long as you can, unintelligently when you 
haven’t any other way to do it. 

I have always said that unintelligent motion was some- 
times better than intelligent sitting still. The only great 
scientific law in the world is the law of accident. But that 
accident doesn’t happen to the fellow who is sitting still. If 
we cleared out this ballroom, set a chair in the middle of the 
room and darkened all the lights, we could sit around and 
speculate as to where that chair is. The fellow who gets up 
and wanders around may skin his shins, but he will find the 
chair. And many of our discoveries are made by the fellows 
who walk down the street like this, looking straight ahead, 
and discovering something by stumbling over it, because 
they couldn’t see it. 

The possibilities of industry are the possibilities of imag- 
ination. What can we do in the future? I haven’t the slight- 
est idea. 

In setting up business we have set up finance, sales, engi- 
neering and production, and we have done a fine job. But 
there is one thing we don’t know the first principles about, 
and that is how to originate new industries, for we expect 
them to pay too quickly on the capital invested. We do not 
know how to raise the young industries. As I said before, 
if we tried to raise children on the same principle that we do 
industries, the nine months’ old baby would have to earn its 
own living. 

If we can get that one principle across to American 
industry, you won’t have any trouble about making loans, 
you won’t need to be worrying about employment. We 
only have to understand how to go ahead, quit being 
afraid of the future, and praising too much the glory of the 
past. 


Figurehead Directors 


MarRSHALL R. Dices, Acting Comptroller of the Cur- 
rency, before the District oF COLUMBIA BANKERS ASSOCIA- 
TION. 


b pmen a bank director is either appointed or elected, he is 
required to take an oath “that he will, so far as the duty 
devolves upon him, diligently and honestly administer the 
affairs of the association, and will not knowingly violate or 
permit to be violated, any of the provisions of the national 
banking laws.” 

Now the Bureau of the Comptroller of the Currency, 
when it receives an application for a new national bank 
charter, is extremely interested before that charter is issued, 
in knowing just who is to compose the board of directors— 
what their qualifications are for acting as trustees for de- 
positors and shareholders—if they are men of high moral 
standing who can divorce themselves from their own per- 
sonal interests in the handling of the bank’s business. 


August 1938 


These are important questions which to a great extent 
determine whether that new charter will be issued. The 
national bank law states plainly that “the affairs of each 
association shall be managed by not less than five direc- 
tors. . . .” It does not say that the officers are to manage 
the bank, and nowhere is there any indication that any other 
than the directors shall be held responsible for proper func- 
tioning. 

Too often, in the past, directors have been more or less 
figureheads, knowing very little about the bank’s affairs. I 
believe it is almost proverbial that any bank which has a 
properiy functioning board of intelligent, conscientious direc- 
tors is a well-run institution. These directors make it their 
business not only to attend meetings regularly and at these 
meetings to pass upon loans and security investments but 
also the bank’s public relations and other details of opera- 
tion. If anything goes wrong with a bank, the directors are 
the ones who are held responsible. 
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What an Engineer Saw in Europe 


F. T. Letcurietp, Consulting Engineer and Assistant 
Vice-president, Wells Fargo Bank & Union Trust Company, 
San Francisco, before the WASHINGTON BANKERS ASSOCIA- 
TION. 


j study scientific progress in present day Europe a group 
of 25 engineers and scientists assembled by the National 
Research Council of New York, recently visited 46 research 
laboratories covering 18 different industries in England, 
France and Germany. As a member of that party I will 
endeavor to tell not so much in detail of what we saw as 
certain conclusions which might be drawn from what we ob- 
served. May I add, however, that it is quite impossible for 
anyone traveling in Europe to return without a host of im- 
pressions all centering upon the marked differences in eco- 
nomic philosophies, social outlook and standards of living 
existing between America and those countries across the 
Atlantic. 


ENGLAND’S WAY 


IN the field of pure science England today, as in the past, is 
contributing a major share to the world’s knowledge. We 
were privileged to spend one day at Trinity College, Cam- 
bridge. There we stood on veritable scientific holy ground 
and almost felt the presence of Sir Isaac Newton, Faraday, 
J. Clerk Maxwell, Cavendish and others who made Trinity 
the “cradle of science.” 

In many of the industrial laboratories we met men of ex- 
ceptional ability. They were doing excellent work, espe- 
cially in textiles, low vacuum apparatus, the metallurgy of 
rustless steels and the hydrogenation of coal into gasoline 
and other hydro-carbon fuels. Likewise, the executive heads 
of these institutions were universally the fine, substantial, 
able Englishmen whom the world so admires. And so it was 
something of a shock to observe the very splendid abilities 
at the top and the definite mediocrity at the bottom of the 
industrial structure in England. Nor is it easy for the Amer- 
ican to rationalize the great disparity between the standards 
of living for a considerable number in the upper social strata 
of England and the great masses at the bottom. The evidence 
of such a gulf made one question the widespread belief held 
here in America that England has solved her social and labor 
problems on a much more enlightened basis than have we. 
True, there is greater stability between employer and em- 
ployee, and the English system may be adequate for Eng- 
land. But stability of employer-employee relationships does 
not necessarily mean progress for the worker. Far from it, as 
the status of the English laborer amply attests. 


“AN INTELLECTUAL VACUUM” 


FRANCE, like England, has contributed greatly to the field 
of pure science. The roster of the French Academy is studded 
with such names as Levossier, Gay-Lussac, LeClanche, 
Pasteur and others. And today the halls of learning in 
France are manned by exceptionally able scientists. But the 
French scientist seems to be working in an intellectual 
vacuum. It is due primarily, I believe, to the Frenchman’s 
conviction that Paris is the hub of the intellectual universe. 
As evidence of that belief one will find students from all over 
Europe, America and other parts of the world in French 
colleges and schools, but will find few Frenchmen studying 
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Boyhood in Naziland 


through Germany one learns of 
other things besides the remarkable abilities of 
the German scientists. Friends of ours—an American 
couple living in Berlin—took their two sons out of 
the German schools last year, for when they casually 


asked the younger, aged 9, what he had been doing 
at school, he replied, ‘“‘Oh, today we practiced throw- 
ing hand grenades.” Further inquiry disclosed that 
he was proficient at stringing barbed wire and digging 
trenches, and that the older boy, 13, was having 
bayonet and rifle practice four times a week.—Mr. 
LETCHFIELD. 


beyond the borders of France. Such intellectual inbreeding, 
if one may be pardoned the expression, is a devitalizing in- 
fluence tending to confine scientific progress to academic 
limits. For instance, in France, which gave the world Pas- 
teur, one still boils the milk as a sanitary precaution and 
regards all public water supplies with a jaundiced eye. 

The French are good mechanics and have an extraordinary 
ability to put mundane materials together gracefully, as 
symbolized by the beauty and symmetry of the Eiffel Tower. 
Likewise, the French are good engineers and individually do 
much brilliant work, but their collective genius is frustrated 
by a medieval industrial philosophy which still regards labor 
as a commodity to be purchased in the cheapest market, 
which refuses to replace obsolete equipment, which still re- 
gards a labor saving device as an unwarranted extravagance. 


GERMANY SELF-SUFFICIENT 


WE did not visit one research laboratory in Germany which 
was not endeavoring to find some indigenous material or to 
produce some synthetic product as a substitute for some- 
thing heretofore imported. 

We saw wool made from the roots of beech trees, after 
turpentine and resin had been extracted as useful by-prod- 
ucts. As a textile it has its shortcomings but it costs only half 
as much as animal wool in Germany. Most of the automobile 
tires now used in Germany are made from acetylene gas. 
The motor fuel is gasoline hydrogenated from brown coal, 
peat, and mixed with 20 per cent potato alcohol. Aluminum, 
magnesium and many light weight alloys are substituted for 
steel and iron wherever possible. Bakelite and a host of 
synthetic plastics are used in place of wood. Their require- 
ments for ammonia and other nitrogerious derivatives are 
made from liquid air and coal gas. 

As one travels through Europe the menace of war, indeed 
its likelihood, becomes a grim reality. On every hand one 
sees bodies of troops accoutered for action, notices in public 
buildings of what to do and where to go in event of an air 
raid. Authorities in Berlin had measured the cellar of the 
home of some American friends living there, had assigned 22 
people to occupy it in case of attack, and had even left ma- 
terials with which to caulk the window and doors to keep out 
poison gas. Other friends in England were building a bomb 
proof shelter, and an acquaintance in France keeps a sea- 
going schooner in readiness at Marseilles. 
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True Bank Earnings 


ELBERT S. WoosLey, Vice-president, Louisville (Ky.) 
Trust Company, before the Missourr BANKERS ASSOCIA- 
TION. 


ie is a sound policy to stick to the rule of regarding as true 
bank earnings only those which may be counted upon 
each year. Certainly net operating income should not in- 
clude recoveries on loans and bonds, profits from sale of 
securities, or other items not produced by normal operations. 
Both recoveries and profits on bond sales may be attributed 


for the most part to the upswing of the business cycle, and 
therefore should be placed somewhere as a hedge against 
comparable loss on the inevitable downswing. 

It has been thoroughly demonstrated in the past ten years 
that losses from these sources exceed profits. Dividends 
should be governed by profits remaining after needed addi- 
tions to capital, after the elimination of non-recurring profits, 
and after proper reserves for losses as indicated by an 
analysis of the bank’s losses over an extended period. What- 
ever profits are left, will be sound profits from sound banking 


More Government Banking 


F, Cyrit JAMES, Professor of Finance, University of 
Pennsylvania, before the MICHIGAN BANKERS ASSOCIATION. 


oe of government activity within the field of 
banking is not peculiar to the United States alone. It 
may be observed in every part of the world. Indeed, such a 
tendency is inevitable under the kind of national monetary 
systems that exist at the present time, so that it appears 
probable that we shall be confronted in the immediate fu- 
ture by increasing rather than diminishing governmental 
activity. 

To many of us that conclusion may appear distinctly un- 
comfortable, but it should be emphasized that recognition of 
the current trend does not imply passive acquiescence in all 
of the policies that may be adopted. 

Inevitable though it may be, governmental control of 
monetary policies and banking operations contains danger- 
ous potentialities. In the first place, it must be admitted that 
there are many things which we do not know precisely in 
regard to monetary theory. Current proposals, which suggest 
simple mathematical relationships between cause and effect 
(of which stabilization plans are among the most frequent) 
are impracticable simply because they dogmatize on many 
subjects that are at present no more than fields of specula- 
tion. Mistakes of policy are, therefore, unescapable, but such 


mistakes will be expensive for industry and trade, so that it 
is necessary to reduce them to a minimum. 

Secondly, political control of the banking system involves 
a serious danger of inflationism since democratic govern- 
ments inevitably find that free spending is a popular policy 
and heavy taxation distinctly painful. 

To every such government the financing of public activity 
through the use of bank funds will appear as attractive as it 
did to the politicians of Illinois and Indiana a century ago. 

In the third place, there appears a distinct possibility that 
governments may become affected by megalomania, feeling 
the desire to regulate and control every aspect of the na- 
tional life and attempting to do so through monetary means, 
while there is the very present danger of bureaucratic ossifi- 
cation of policy and centralization of control. 

These are not minor risks. Unless we can protect the 
United States from them, current governmental attempts to 
create an economic Utopia must necessarily fail entirely, 
and it is not improbable that the United States itself may be 
reduced to economic chaos which would not differ greatly 
from that experienced by the western states at the end of 
their own experiments along similar lines. 

Protection, however, can only be attained by free and 
widespread public discussion, and bankers themselves must 
play a leading part in that protective activity. 


Why Managed Money Is Here to Stay 


ALEXANDER STANDISH, of Standish, Racey & McKay, 
Investment Counsel, before the MASSACHUSETTS BANKERS 
ASSOCIATION. 


iy EEL that whether we like it or not, money management 

is here to stay. Conservatives and progressives, reaction- 
aries and liberals have awakened in the past few years to a 
consciousness that booms and depressions must be con- 
trolled. The people have learned their political power and are 
demanding of government, business and finance that some 
economic stability must be devised. 

Most of us do not approve the methods utilized in the past 
five years, but at the same time we will agree that these 
periodic economic convulsions should be controlled as far as 
possible. Money management is apparently one tool for use 
in such control. 
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The second reason, I feel, that money management is a 
permanent development lies in the fact that government has 
become the great debtor in this country and will continue so 
for decades, irrespective of what party is in power. And the 
Government has learned that it can reduce the cost of its 
borrowing through money management. It is not reasonable 
to suppose that it will throw away this tool. 

We are dimly aware that managed money has an extraor- 
dinarily vital bearing on banking practices, yet the whole 
subject is so vague that we are not in a position to know 
what policies we should follow under any given phase of 
money management. 

It seems to me, however, that all of us who are directly or 
indirectly engaged in banking are called upon to study 
money management, to learn its methods, and to devise 
banking policies in conformity with it. 
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the People” 


N these days of dictatorships abroad and doubt of the 
democratic process of government at home, let us take 

common counsel to preserve the instrument under which 
“‘we the people” have, in a century and a half, made such 
monumental progress, despite evident and freely admitted 
mistakes. 

Let us unite in resisting all indirect assaults upon it. Let us 
deliberate on the merits of all amendments submitted to us 
under Article V. Let us ponder carefully the importance of 
preserving inviolate in its sphere each of the three great de- 
partments of government. And let us resist with all the 
courage of inherited convictions every attempt at encroach- 
ment on our Bill of Rights——ArTHUR T. VANDERBILT, 
President of the American Bar Association. 

* * 


Suggestion 


a skies are definitely clearing. Many wise 
business leaders are now taking advantage—and all 
should take advantage—of the Summer season to imple- 
ment their plans and methods for participation in the for- 
ward movement.—SECRETARY ROPER. 


*x * 
Definition 


ee relations program involves the fair and legitimate 
use of all proper methods and media for the purpose of 
attaining public understanding, approval and support for 
an organization or an institution—WziLLiaM H. NEAL, 
President, Financial Advertisers Association, and Vice- 
president, Wachovia Bank & Trust Company, Winston- 
Salem, N.C. 


* * 


Umbrella Shortage 


] CANNOT agree that the public welfare is promoted by 
the inauguration of agencies permeated with politics, 
cluttered with red tape, and providing lower interest rates 
only at the expense of the whole public. 

We have increased the process of holding umbrellas over 
various elements whose votes were being sought until the 
rest of us will not be able to provide enough umbrellas or 
enough muscle to hold them.—GrorcEe W. DowriE, Pro- 


fessor of Finance, Graduate School of Business, Stanford 
University. 


Official 


I DON’T know how long people with any horse sense are 
going to listen to these rumors (of dollar devaluation), or 
how long it’s going to take them to catch on to what these 
speculators do. 

I suppose as long as we are on the surface there will be 
speculators and there will be suckers. When the President of 
the United States and the Secretary of the Treasury say 
there’s nothing to it, I should think that, by now, their word 
is good. After all, the matter rests between the President and 
myself. 


It is so obvious that speculators are buying gold stocks all 
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Trends and Times 


over the world, and I suppose when they sell out the rumors 
will stop. But I suppose boys will be boys.—SEcRETARy 
MORGENTHAU. 

* * 


Traditions 


iv is well recognized that a good bank has higher standards 
of conducting its business than are required by law, 
There are high traditions in the banking profession,—these 
should be constantly upheld and made even more effective. 
A professional consciousness must be aroused in the banking 
fraternity, based upon sound principles which have been 
tested on the proving ground of banking experience. 

If the spirit of this unwritten law is made mandatory, by 
bankers themselves, upon all who engage in the banking 
business it will do much to insure that management will 
discharge fully its trusteeship in all its broad phases.— 
F. Guy Hirt, First Vice-president, Federal Reserve Bank of 
St. Louis. 


* * 


Men Without Country 


E have heard from time to time of the disruptive 

consequences of the dumping of merchandise upon the 
world’s economy. How much more disturbing is the forced 
and chaotic dumping of unfortunate peoples in large 
numbers. Racial and religious problems are, in consequence, 
rendered more acute in all parts of the world. Economic 
retaliation against the countries which are responsible for 
this condition is encouraged. The sentiment of international 
mistrust and suspicion is heightened, and fear, which is an 
important obstacle to general appeasement between nations, 
is accentuated. 

The problem is no longer one of purely private concern. 
It is a problem for intergovernmental deliberation. If the 
present currents of migration are permitted to continue to 
push anarchically upon the receiving states, and if some 
governments are to continue to toss large sections of their 
populations lightly upon a distressed and unprepared world, 
then there is catastrophic human suffering ahead which can 
only result in general unrest and in general international 
strain which will not be conducive to the permanent ap- 
peasement to which all peoples earnestly aspire—Myron C. 
Taytor, Chairman of the American delegation to the 
International Refugee Conference. 


* * 


Work 


— assumption that a man can express his real self in 
leisure-time activity and be happy in it contains a funda- 
mental psychological error. Leisure, no matter how prof- 
itably employed, is no substitute for work. It is by dem- 
onstrating his worth as a worker, not by his prowess in 
recreation, that a man wins self-respect and the respect of 
others. 

Here is to be found the ultimate tragedy of an economic 
depression. So long as a man willing to work remains unem- 
ployed, so long as he is denied the chance to give a meaning 
to his life by maintaining himself and his family by the 
skill of his hands and his brain, so long must he bear the 
shame of not being needed. 
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Here also is one explanation why fascism and communism, 
despite the patent evils in their philosophies, have given to 
their followers a new meaning to existence which transcends 
the humdrum tasks they are required to perform: in these 
tasks their work is related, however mistakenly, to a larger 
end outside themselves worth believing in and fighting for.— 
Harotp W. Dopps, President of Princeton University. 


* 
Growing 


make democracy work, to make it succeed, to make it 

serve its people with greater justice and constantly in- 

creasing efficiency, is to supply the final answer to those who 
have lost faith in democratic processes. 

Our work is never done. No living institution is ever fin- 
ished, no rigid formula for the solution of human problems 
is ever apt to be devised. The teachings of history repeatedly 
admonish us that what one period regards as radical another 
comes to consider as conservative. 

Nothing is happening to America except that it is growing 
and that it is insisting that it shall not lose its freedom in the 
process.—Attorney General CuMMINGs. 


* 
Centralization 


y pene more we see of completely centralized government 
control, the more we dislike its effect upon the individual 
and the more we distrust it as a means for bringing that 
national and individual prosperity which we have learned 
to expect in democratic countries.—Lorp STAMP. 


A Bank Director 


L. C. CaRGILE, Director, State National Bank, Texarkana, 
Ark., before the ARKANSAS BANKERS ASSOCIATION. 


[I I were to attempt to recite those things which men of 
business desire from banks, I would need an imagination 
and a vocabulary sufficient to encompass all human vision, 
all avarice and cupidity. It seems to be true that these latter 
two qualities are more likely to be rampant when the limits 
of vision are extended. 

What men of business anticipate from banks would have 
lent itself easily to discussion and definite conclusion until a 
few years ago, because until then our anticipations were 
based upon experience and reason, tempered possibly with 
the vague recollections of such phrases as “Pay your bills 
by check,” and “No account too small to merit our atten- 
tion.” But since the air has become filled with promises of 
easy money and calumny of the money changers, now when 
no one knows just what kind of consumer credit it is that it 
is immoral to grant as a creditor and which it is that is un- 
moral to decline to use as a debtor, it cannot be expected 
that a business man can know what to anticipate. 

But still the feeling persists on the part of the business 
men that there is something wrong with banking and that 
warm cordiality of business towards banking, which should 
exist, is absent. 

I should be able to give you a catalog of those things 
about banking which business men do not properly under- 
stand and which if understood properly by business men, 
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Schools and Jobs 


WE just can’t find any correlation at all between the 
specific education of young people and the jobs they 
go into. In other words, the training program goes one way 
and employment trends another. That is a serious implica- 
tion. It shows that while education is becoming more in- 
dividualized and specialized, employment opportunities 
are more routine, repetitious and operative-—HomeER P. 
Rainey, Director, American Youth Commission of the 
American Council on Education. 


* * 


Get Out and Dig 


E’VE got to return to it (hard work) with the ardor of 

old, or run the risk of spending ourselves into a situa- 

tion where confidence in our institutions will falter and na- 

tional discipline at the hand of a dictator be thrust upon us. 

Moreover, we’ve got to cease running to our Government, 

every time we get into trouble, for a divvy from the store of 

wealth already produced, and get out and dig up some new 

wealth of our own. We’ve got to quit looking for goats and 

alibis to cover up our short-comings.—JamMes W. Hook, 
President of the New England Council. 


* 
Complacence 


news gravest threat to democracy is lethargy and com- 
placence—GoveRNor HERBERT H. LEnMANof New York. 


Talks to Bankers 


would cease to compose this barrier, but this I cannot do 
because so much is intangible and so much is confounded 
with political heresy, disappointment and the universal 
tendency of man to shift responsibility for failures to other 
shoulders, that the problem defies definition. But as exam- 
ples of the things that need to be dispelled, I give briefly the 
following. 

In the first place, business men have no adequate concep- 
tion of the importance of the service you render to business 
outside of your function of furnishing reservoirs of credit. 
They have come to think of banking facilities as some mat- 
ter-of-course product of Nature, standing by available to be 
used or avoided as may suit the whim of the individual and 
for some reason, possibly traceable to policies of the past, 
considered to be unworthy of its hire. 

You, who are so close to the magnitude and intricacies of 
your operations and so cognizant of their importance to 
business, cannot recognize the degree to which this lack of 
understanding obtains. If you could be made to realize how 
fundamental it is in your effort to secure that cordiality of 
feeling, to which I know you aspire, you would find means 
by which you could make your business community have a 
new respect for the essential nature of your services. 

Business men do not recognize your concern for operating 
profit. To illustrate this, may I draw a comparison between 
the jokes which are customarily made about your business 
and mine. I am in the automobile business and whenever I 
am joked about our business, the joke hinges around our 
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acknowledged desire for business, but whenever a joke is 
told about you, it hinges around your imagined desire to 
avoid business. Now a $10,000 loan for 90 days will make a 
bank about as much profit as the sale of an automobile will 
make for me, but if you can imagine me in the dual capacity 
of a banker and an automobile dealer and you were to ask 
100 men on the street which I would rather do—sell an auto- 
mobile, or loan $10,000—each of the hundred would say: 
the automobile. Business men do not recognize that you are 
as anxious to make good loans as they are to sell merchandise 
profitably and safely. 

I do not know just wherein this particular misunderstand- 
ing had its origin, but I must confess that men of business 
find it hard to understand the banker’s difficulty in reconcil- 
ing the asking for business, as say by advertising, with the 
sound extension of credit, when the business man who is 
presumably inferior to the banker as a judge of credit, spends 
his life alternately pressing for more business and controlling 
credit. 


HELPING THE CUSTOMER 


CERTAIN minor practices may contribute to this particular 
misunderstanding. In the service department of my automo- 
bile dealership I have numerous signs indicating that in 
this department you may get battery service and in another, 
electric service, and in another, brake service, and so on. 
But when I go into a banking room I might be confirmed in 
the thought that the bank’s only desires, so far as indicated 
by any display, are to pay and receive. One particular ap- 
plication of this phase has attracted my attention. Because 
of my interest in instalment buying, I have observed with 
especial interest the operation of personal loan departments 
in banks. I think business men cannot understand why 
banks, which are anxious to make these loans, do not make it 
easier for the man of the type which ordinarily makes a per- 
sonal loan, to file his application without embarrassment by 
indicating in outside advertising and within the banking 
room, just where in the bank he might go and for whom he 
should ask in order to apply for a personal loan. 


GEORGE H. GREENWOOD, President, The Pacific National 
Bank of Seattle, before the OREGON BANKERS ASSOCIATION. 


N°? insurance protection of whatever character should be 
permitted to act as a substitute for sound lending 
principles. 

I say this not with the idea of reflecting in any way upon 
the protection of insurance as at present offered, but rather 
with the idea that if a banker lets down his guard, as it were, 


F. M. Roserts, President, First National Bank, Kirk- 
land, Washington, before the WASHINGTON BANKERS AsSO- 
CIATION as President. 


i) ee have been accustomed to being looked to for business 
leadership, but that may not be enough. It is up to us in 
these days when quack economic nostrums are being freely 


Insurance Can’t Replace Principles 


The Front Line Trenches 


Another phase of your business which a business map 
may not understand has to do with your slowness in accept- 
ing consumer credit as a suitable channel in which to use 
your funds. 

The tendency to be governed by tradition sometimes 
seems to us to have a strange influence upon you. It is hard 
for us to understand some of your classifications of loans and 
investments. As an example, we read with interest com- 
posites showing percentages of different types of investments 
in the portfolios of the banks of different classes and we are 
surprised to see such a large proportion in rails, when we 
remember that for years you have justly decried the things 
that are being done to the railroads and have bewailed that 
certain fate which awaits them, but it seems that rails have 
traditionally been proper investment for banks. 

Another thing we cannot understand is why you let the 
idea grow that bank employees are ill-housed, ill-clothed, 
and ill-fed. The thought is abroad throughout the land that 
minor bank employees are badly underpaid, whereas it is not 
true. 

We wonder if by allowing this idea to grow you are not 
only contributing to this feeling which we are studying, but 
that you may be deflecting from your doors many prospec- 
tive applicants for positions, whom you may wish for in 
years to come. 

I am sure that for each of these points there is an exceed- 
ingly good answer that would negate everything I have said; 
but may I remind you that these answers do no good unless 
they are given where the question lingers. 

So if you are seeking to do what the business man expects 
of you, may I urge you diligently to apply yourselves to dis- 
pelling these misunderstandings, to the end that you may 
gain the warm, cordial, continuing, thorough-going support 
of the business community, without the sacrifice of any prin- 
ciples and practices which are right, so that by inspiring the 
business men to understand your problems you can secure 
their support in your efforts to carry on independent, private 
banking for the benefit of business, the continuation of 
stability, and the gratification of yourselves. 


in these circumstances it must inevitably follow that, being 
human, he will lower his standards in other fields where such 
protection does not apply. 

It is necessarily the case, unfortunately, that when bank- 
ers endeavor to increase their loans, they are prone to in- 
crease their risks and sometimes the results are disastrous. 

Therefore, sound lending principles as to appraisal of col- 
lateral and also appraisal of the factors relating solely to the 
borrower must continue to be followed. 


peddled to try to mould the thought of our communities. 

In these days of much talk regarding social consciousness 
and the social conscience, let’s remember that the social 
conscience is made up of the sum of the individual con- 
sciences and that if we are to escape public censure as mem- 
bers of a profession, we must first avoid such censure as 
individuals. We are in the front line trenches. 
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Borrowed Money 


OrvaL W. Apams, President of the American Bankers 
Association, before the CoLoRADO BANKERS ASSOCIATION. 


S we look back over the past five years three facts stand 
out: First, taxes levied have roughly sufficed to meet 
the ordinary and necessary expenses of government; second, 
all the madcap experimenting, all the attempts to make over 
our social order, all those schemes which have so seriously 
retarded the restoration of business and industry, have been 
financed and rendered possible by Government borrowing; 
third, in principal part the moneys borrowed by government 
were borrowed from the banks and represented the accumu- 
lated savings of the millions of depositors. 

By means of borrowed money the Federal Government 
has been enabled to centralize relief, direct and indirect, and 
thereby to debauch a very considerable part of the electo- 
rate, and to encroach upon the rights of the sovereign states. 
By means of borrowed money it has been enabled to set up 
agency after agency in competition with the banks, utilities 
and industries of this country, to establish board after board 
equipped with unlimited red tape to tie the hands of industry, 
and prevent its progress. Borrowed money has enabled the 
Government to build up a bureaucracy of nearly 1,000,000 
people, to finance the Wallace farm program which has de- 
stroyed the independence of the farmer, and threatens the 
destruction of the cotton industry in the South. Borrowed 
money has led us a long way on the road towards Fascism or 
Communism. 

We have long been accustomed to purchase Government 
bonds, and have thought of them as the safest of investments, 
and it is not difficult to understand how we, in an emer- 
gency, were brought to purchase in increasing amounts the 
obligations of government. Moreover, we were emphatically 
assured by President Roosevelt that the budget would be 
balanced. 

Five years of deficit spending have brought those results 
“in idle factories, tax-sold farms, and hordes of the hungry 
tramping the streets and seeking jobs in vain,” which Mr. 
Roosevelt in 1932 predicted would be the result of such 
spending. Interest rates have been reduced, the value of 
savings has been impaired and capital markets have been 
destroyed, by the ever growing demands of government 
upon the savings of our people. And now government pro- 
poses to call on us for at least another two and one-half 
billions of dollars — possibly even another five billions — to 
enable it to carry on in the way it has gone for the past five 
years. 


End Government Spending 


HE interests of the man on relief, of the laborer, 

of the man with a savings account or an insurance 
policy, all demand the restoration of our American 
economic system, the preservation of the solvency of 
our Federal Government and of the purchasing power 
of the dollar. They all demand that an end now be put 
to unchecked Government spending. — Mr. ADAmMs 


I am not blind to the fact that we shall be urged to con- 
tinue our financial relationship with the Government in the 
matter of the purchase of Government bonds. I have not 
forgotten the suggestion made by Jesse Jones, chairman of 
the Reconstruction Finance Corporation, that it might be 
necessary for the Government to take over the banking 
system of the country. But I say if the savings and deposits 
of the American people are to be used as they have been in 
recent years, let it be by the act of the Government alone, 
not with our participation. Let the Government market its 
bonds to the public directly. On the other hand, let the money 
which the people put into the banks be used for the credit 
needs of small business men and industry generally. 

Under the system of Government financing which has 
been pursued in recent years the banks are rapidly becoming 
investment trusts with their portfolios filled in large measure 
with Government bonds. These bonds bear a low interest 
return which means that depositors’ income from savings 
has been cut nearly in half during the past five or six years. 

If we are again to have a prosperous and contented citi- 
zenry, we must neglect neither the man on relief, the laboring 
man, nor the man with an insurance policy or a savings 
account. Let us never forget that the 44,000,000 savings de- 
positors with average accounts well below $500 constitute 
the very backbone of this country. These are the men and 
women who are self-supporting, who bear the brunt of taxa- 
tion, who support both the people and the Government. 

And let us never forget that experience taught our an- 
cestors that effective organization, organization which served 
the public and did not dominate the people, had to come 
from the bottom up and not from the top down. There can 
be no hope for a return to prosperous and contented condi- 
tions if we are to disregard the traditional and time-proven 
limitations upon the powers and functions of the Federal 
Government, and so seriously to impair as practically to 
destroy the rights of state and local government. 


What the Typewriter Started 


[(Moman’s social emancipation started about 80 years ago through the typewriter. And 
now wise male business and industrial leaders are anxious to obtain the cooperation of 
astute women. They know there is something to this thing called ‘‘the woman’s touch.” And 
they know that if this delicate asset is directed into the proper channels it aids the endeavor.— 
Mrs. Mary G. RoEBLING, President, Trenton (N. J.) Trust Company. 


Return 


J FORECAST that there will be a return to evangelism. After colleges have found that edu- 
cation cannot be sold; after Congress learns that prosperity cannot be legislated; after the 
voters learn that relief comes not through the distribution of funds, there will be a return to 


religion.— ROGER W. BaBson. 
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For Value Received 


ARTHUR T. Brett, Cashier, California Bank, Los Angeles, 
before the NEw Mexico BANKERS ASSOCIATION. 


BANK can be likened to a trading post—we exchange 

commodities to the value of the commodities brought 
in. If a farmer were to bring in $3 worth of produce he would 
not expect $5 worth of groceries in return; and that is anal- 
ogous to banking. 

Bankers who realize this situation are looking to see that 
they do get value received. The public today is more cost 
minded than ever before, and experience has proved that de- 
positors are reasonable when it comes to paying a fair fee for 
services performed. 


Collection Charges 


Ar the present time a tremendous amount of revenue is 
lost to the banks as a whole because of their inability to 
apply proper collection charges, and this is principally due 
to competitive conditions. Only a fraction of the income the 
collection department should produce is being received. 

In my opinion a bank that handles and actually effects 
collection of an item is entitled to a fair fee for that service; 
yet in the main this fee is waived because of compensating 
balances which may be carried by correspondent banks. 
When a fee is waived because of compensating balances the 
correspondent bank is not the one which is benefited, but 
actually it is the correspondent bank’s customer who bene- 
fits. 

Why, then, should you as a collecting bank waive your fee 
for the benefit of an individual who is in a sense a perfect 
stranger to you? And looking at it from another point of 
view, it seems a little unreasonable that a bank should ex- 
pect free services for its customers at the expense of your 
bank. In all probability this subject will come to the fore 
within the next several months and over a reasonable period 
of time I believe the practice of waiving collection charges 
will be a thing of the past. 


Savings Accounts 


Last December three of the largest banks in California 
put into effect a maintenance or stand-by charge applied to 


The Road to 


Witt1aM MATHER LEwiIs, President, Lafayette College, 
before THE GRADUATE SCHOOL OF BANKING. 


E- we are to surmount the problems which distress human- 
ity, learned men in all fields must come out of their water- 
tight compartments of specialization and pool their knowl- 
edge and skill. The banker should be a man of broad culture 
and good taste. The engineer should be a man of letters, and 
the literary man should be solidly grounded in science. Men, 
in whatever field, must be intellectually competent; they 
must know men as well as machines; they must forget profes- 
sional jealousies and narrow lines of demarcation and unite 
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savings accounts, and five banks in Cleveland took similar 
action on April 1. This charge is based on the fact that it 
costs approximately $1 a year to handle every savings ac- 
count exclusive of activity cost. It is analogous to a certain 
extent to the former practice of requiring a free balance on 
commercial accounts before the payment of interest. 

The plan as applied to savings accounts results in a deduc- 
tion of 50 cents from the earned interest each semi-annual 
interest period. Where the interest rate is 2 per cent this is 
equivalent to a $50 free balance. The charge is applied to all 
accounts, regardless of size. No charge as such is made 
against the account—it merely results in a reduction of the 
amount of interest paid and is established as a part of the 
method of calculating interest. 

Those of you who have been giving away home banks with 
savings accounts will find you can sell them outright just as 
easily and make no refund for their return. Some two years’ 
experience in our bank has been most satisfactory even 
though our competitors, until recently, have not been doing 
this. Total distribution under this selling plan has remained 
almost the same as previously when these small banks were 
given away. 


Cashier and N.S.F. Checks 


Many banks are making a 10 cent or 15 cent charge for all 
cashier’s checks, drafts, and certified checks issued, and it is 
surprising the amount of revenue that can be produced from 
this source. 

The same charge which is applied to “go-backs”’ has been 
applied by many banks to the majority of N.S.F. checks 
which are paid. The expense and general inconvenience 
necessitated by extra handling of such items, referring to 
officers, etc., is of course the same whether the items are paid 
or returned. 

This charge is not applied to every account affected as 
exceptions are made, of course, where the relationship 
warrants, but in those instances where it is made, the charge 
is applied to each N.S.F. check paid which creates or in- 
creases an overdraft. 

The experience of banks applying this charge has been 
most satisfactory. 


Better Things 


their talents with those of other intellectual leaders for the 
welfare of mankind. 

It is possible that because we have substituted training 
for education in these years of rapid scientific development 
we have not kept pace with the machinery and organization 
we have created. Only upon sound conceptions of education 
can sound national business conditions be built. And there 
can be no sound education without hard and sustained 
effort. No get-rich-quick methods are desirable here any 
more than in the financial field. The desire for real mental 
competence must supersede shoddy achievement. 

It becomes increasingly evident that in our zeal for pro- 
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viding a considerable period of schooling for everyone not 
actually imbecile, we have neglected the intensive methods 
necessary to bring to the full realization of their opportuni- 
ties those of exceptional mental ability. In education our 
whole system is geared for the average student. Our quanti- 
tative requirements, our seventy per cent passing grades are 
demonstration enough that whereas we are giving something 
to everyone, we are not giving the proper opportunities to 
the small group of intellectually competent out of which 
must come, if they come at all, the great statesmen and 
engineers, the financiers, industrialists and labor leaders of 
the future. 


We have been content to look upon education as the ac- 
quisition of knowledge—the lowest form of mental activity. 
We have not realized that education is the translation of 
knowledge into wisdom, the highest form of mental activity. 

Youth cannot attain to freedom and to new and better 
standards of life by immature attacks upon the present social 
order and other established institutions, but by rigid self- 
discipline, for the road to better things is through a moral 
struggle in which none but the strong can hope to win and 
which comes through understanding problems before one 
ventures to offer a solution to them. Such a process does not 
discourage liberty. It encourages it and discourages license. 


Guides to Abundant Living 


C. B. Wrttramson, Cashier, Bank of Albany, Albany, 
Oregon, before the OREGON BANKERS ASSOCIATION as Presi- 
dent. 


this period we are faced on every hand with the debt 
problem in private life and in national life. Changes in 
transportation, communication, education, science, and eco- 
nomic upheavels have brought a changed attitude towards 
debts and the creating of debts. All the loose thinking devel- 
oped in recent years in this line makes it extremely hard for 
the bankers. Thousands of things are offered the American 
public and too many on the easy payment plan. It is time in 
America for the bankers to discourage going in debt except 
for the important things of life, and even then after careful 
consideration as to the need and the ability to pay. Debt 
hangs as a heavy millstone around too many necks and robs 
the individual and the family of many otherwise happy 
moments. A “pay-as-you-go” plan is still sound business 
and should be encouraged by every banker. 

Hand in hand with the debt trend goes the abundant life 
idea. That sounds good to all of us, bankers included, but 
someone must pay the price. A popular definition for the 
abundant life seems to be: Have everything that the other 
fellow has and a little more. 

It is time to call a halt to such foolish notions and mis- 
leading propaganda. The banker can point the way to the 
abundant life as one having an abundance of self-depend- 
ence, an abundance of pay-as-you-go, an abundance of 
being able to enjoy what you have, an abundance of ability 
to say no to high-powered salesmen, an abundance of grit to 


Be Careful 


H. OBERMEYER, Assistant Vice-president, Consoli- 
dated Edison Company, before the PuBiic UTILITIES 
ADVERTISING ASSOCIATION. 


‘_ search for slogans, as well as trade characters 
or any other form of symbolism, is apt to be haz- 
ardous — largely, I think, because so many people 
apparently have got the idea that all you have to do 
is to invent a pet slogan, and just like that you have a 
successful advertising campaign. Industries are more 
apt to fall for this fallacy than individual concerns. 
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turn a deaf ear to hundreds of gadgets offered on easy pay- 
ments. The abundant life, after all, properly conceived, is 
possible for most careful people; in its final analysis it is a 
task well done, something to live for, and some of the good 
things of life. 

Loose financial thinking is another current trend. It is 
easier today to finance an automobile on the same dollar 
basis than to finance a home in which to live. Why? Because 
we have a contorted way of thinking financially in America. 
We would rather pay for car pleasure then enjoy home 
ownership. A few Sundays ago I counted 25 cars at a Sunday 
school service representing an original cost of approximately 
$20,000. In the Sunday school collection that same morning 
was an offering of less than $6 made up mostly of pennies, 
nickels, and dimes. Such examples in America are many, 
and represent a system of loose financial thinking and re- 
sponsibility. The national debt trend is in keeping with this 
idea, one of spending and lending. 

Paternalism is another trend in America and effects every 
phase of the banking business. This trend has become dan- 
gerous and much abused. Paternalism means in simplified 
form that the Government should be father to its children. 
Support of government is becoming less and less patriotic 
and the Government supporting its people seems to be the 
popular thing. 

In these trends the banker has an important réle and can 
be a guidepost in the community where he lives and operates. 
He can be at the council table prepared to give thought and 
direction that will correct some of the present tendencies, 
and place us again as a republic on a solid rock foundation. 


of Slogans 


But the disease is catching and complete immunity 
probably exists nowhere. 

Perhaps there is a safe middle ground, but I know 
at least one hard-headed advertising man, considered 
something of a national authority, who maintains 
that a brilliant slogan necessarily means an ineffec- 
tive advertisement. The sincere, simple, direct, un- 
derstandable offer of a benefit or service commensu- 
rate with the price asked for it is still a fundamental 
of all good advertising. Too often a clever slogan 
defeats its own purpose. 
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Mexico Takes Back Her Oil 


A Symptom 


Norman E. Towson, Assistant Treasurer, Washington 
Loan and Trust Company, before the Crvitan CLuB, Wash- 
ington, D.C. 


HE accumulation of maladjustments within the Mexi- 

can economy have developed with the expropriation of 
foreign-owned oil properties in that country. Without at- 
tempting to discuss the case on its merits, we must note that 
the economic situation of which the action taken is a symp- 
tom as well as the possible cause of further difficulties to 
come, has made itself felt by seriously disturbing the rela- 
tions of Mexico with other countries. 

Out of some $350,000,000 of capital represented by foreign 
owned oil concerns in Mexico, about $125,000,000 is Ameri- 
can and the rest is mainly British and Dutch. One may, per- 
haps, permit himself some question as to the means by 
which the government of Mexico can hope to pay for the 
properties expropriated when that country’s bonds have 
been in default for many years, and when its international 
payments have only been precariously balanced with the 
assistance of purchases of silver by the United States. How- 
ever, when that question was actually voiced by Great 
Britain, it resulted in the severance of diplomatic relations 
by Mexico with Britain and the development of political 
crisis—or the aggravation of the almost chronic crisis—with- 
in Mexico exemplified by the conflict between the Latin 
American brands of communism and fascism. 

Although serious in itself, the situation has inherent pos- 
sibilities of even greater importance, should it prove to be 
but the first step in a program affecting other foreign invest- 
ments throughout Central and South America. 


Results 


C. RovEensky, Vice-president, The Chase National 
Bank, New York, before the InsTITUTE OF PUBLIC AFFAIRs, 
University of Virginia. 


oo oil production reached a peak in 1921. Thatit 
did not increase further was due not to the exhaustion 
of the natural resources of Mexico, but rather to the detri- 
mental policies of several of her governments. 

The long series of unfortunate developments culminated 
with the expropriation of the oil companies’ properties on 
March 18 of this year. In its note of protest to the Mexican 
government, Great Britain indicated that this action was 
“tantamount to confiscation carried out under a veil of 
legality.” 

The Mexican workers, whom the government wished to 
assist and in whose interests the expropriation was ostensibly 
carried out, have not benefited from the change. On the con- 
trary, wages have been lowered. Economic and social bene- 
fits have been curtailed. Employment has declined sharply. 
The result is confusion and a great loss to all the parties. 

It is obvious that if foreign capital is to continue to con- 
tribute to the economic development of Mexico, long-stand- 
ing and frequently reaffirmed constitutional rights must not 
suddenly be disregarded. The foreign creditor must not be 
exploited or expropriated if his cooperation is desired in the 
future. Capital is attracted into a country by the hope of 
fair treatment, and surely the future development of a coun- 
try is not enhanced by frightening new capital away from it. 
For Mexico and her people, whom I know and admire, I hope 
for a mutually satisfactory solution of the present problem. 
I cannot believe this is impossible. 


Leaner Days for Capital 


E. A. Kincarp, Consulting Economist, Federal Reserve 
Bank of Richmond, before the Vircinta BANKERS ASSOCIA- 
TION. 


a of the nature of the problems confronting bank- 
ing institutions and the insurance companies, I think it 
is safe to say that money will not be made much cheaper by 
the processes of management. The relationship of short- 
term and long-term rates is at present abnormal and any 
upturn of interest rates may affect the former even more than 
the latter. 

A policy of cheaper money would accentuate this situation 
and increase the elements of uncertainty. A policy of cheaper 
money will bring security prices to levels which will enhance 
the risk of absorbing securities on the part of the banks and 
so will tend to defeat the policy of cheap money to some 
extent. 

A policy of cheaper money menaces the position of life 
insurance companies which have issuéd their policies on the 
basis of interest rates of 3 per cent to 4 per cent. Low earnings 
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are conducive to low capitalization and it is no mere accident 
that banks have an average percentage of total capital to 
total deposits of but 13.8 per cent (1937) against 17.2 per 
cent in 1930. New banking capital cannot be accumulated 
from earnings to any considerable extent at present and new 
stock can be sold only in exceptional cases. The conclusion 
must be that a floor has been reached and that the trend of 
interest rates must be somewhat higher if the policy of cheap 
money is not to defeat itself. 

On the other hand, there is reason to suppose that the rate 
of interest cannot be expected to attain much higher levels. 
We are shut off from foreign markets for our capital to a very 
considerable extent and are likely to remain so. The bulk of 
our savings must be employed at home. Thus we are de- 
prived of both a foreign market for our capital and for our 
surplus goods. This can only mean that the profits of indus- 
try cannot be as high as they once were. In short, we are 
operating at the intensive margin of our economy in a more 
definite sense than hitherto. 

The burden of taxation which will make itself more and 
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more evident has and will cut down on the return to capital. 
Moreover, the funds derived from this taxation have been 
and will be loaned at low rates in competition with private 
capital. 
The share of the national income that is to go to labor 
seems likely to be increased by artificial means so that the 


| return to capital will be less until labor decides whether it 


wants a capitalistic democracy or a socialistic democracy. 


It may well be that the long run effect of the forces at 
work will tend to make interest rates higher, for the tendency 
of recent events is to discourage thrift, industry and frugal- 
ity. More and more we are looking to the Government to do 
for us what, according to the American tradition, we are 
supposed to do for ourselves. If this point of view is to 
prevail, then government must be made vastly more 
efficient. 


The Railroad Story in a Nutshell 


J. Pettey, President, Association of American Rail- 
roads, before the NEw YorK STATE BANKERS ASSOCIATION. 


HE years 1916 and 1917 were the last in which the rail- 

road industry, as a whole, earned as much as 5 per cent 
on its investment. In 1916, the average earnings of railroad 
employees was 28 cents per hour. In 1937, the average was 
70 cents per hour, two and one-half times as much. In 1916, 
taxes took 4.4 cents out of each dollar of revenue. In 1937, 
they took 7.8 cents, one and three-fourths times as much. 
Today, they are taking more than 10 per cent. 

But, the average revenue received for hauling a ton of 
freight a mile, which was 0.707 cents in 1916, had gone up in 
1937 to only 0.935 cents, or 32 per cent, while the average 
revenue for carrying a passenger a mile had actually gone 
down by 12 per cent. 


The net result of these opposing forces was that the rate 
of return on the capital invested was less in 1937 than in 
1916 by 61.5 per cent. 

There’s your story in a nutshell. No amount of “ putting 
’em through the wringer”; no conceivable amount of con- 
solidation and coordination; no conceivable abandonment 
of the lesser-used lines and facilities; nothing that is within 
the control of the industry itself goes to the root of that 
trouble—for the trouble lies in a public policy which acts to 
increase railroad expenses on the theory that they can stand 
it; which holds down rates on some sorts of traffic, on the 
theory that railroads are a monopoly; and which cuts down 
rates on others by reason of Government-fostered and sub- 
sidized competition which takes away from railroads a tre- 
mendous volume of business that could be handled at lower 
real cost on the rails. 


HARRIS TRUST AND SAVINGS BANK 


Organized as N. W. Harris & Co. 1882 — Incorporated 1907 » » » HARRIS TRUST BUILDING, CHICAGO 
STATEMENT of CONDITION 


June 30, 1938 


Resources 


Cash on hand, in Federal Reserve Bank, 
and due from Banks and Bankers 

U. S. Government Securities, at par and acrrued interest: 
Due five years or longer 
Due less than five years . 


Due less than five years (set aside under Trust Companies Act to protect 


Trust Department’s Cash Balances) 

State and Municipal Securities, not exceeding market value: 
Due five years or longer ; 
Due less than five years . 

Other Bonds and Investments, not exceeding market value: 
Due less than five years . 

Demand Loans . 

Time Loans and Bills Discounted 


Illinois State and Municipal Securities, not exceeding: market t value, deposited 


under Trust Companies Act . 
Federal Reserve Bank Stock . 
Customers’ Liability on Acceptances and Letters of Credit 


Total 
Liabilities 
Capital . 


Surplus . . 
Undivided Profits 


Reserve for Taxes, Interest, etc. . 
Acceptances and Letters of Credit 

Demand Deposits 

Time Deposits . . 

Trust Department's ‘Cash Balances . 


Member Federal Deposit Insurance Corporation 


August 1938 


189,790,455.96 
25,029,562.46 
9,056,202.85 $223,876,221.27 


Directors 


ALBERT W. HARRIS 
Chairman of the Board 


HOWARD W. FENTON 
President and Chairman of Executive 
Committee 
DAVID A. CRAWFORD 
President, The Pullman Co. 
FRANK R. ELLIOTT 
Vice-President 


ARTHUR B. HALL 
Hall & Ellis 


STANLEY G. HARRIS 
Vice-President 
BOWMAN C. LINGLE 
Vice-President 
M. HADDON MACLEAN 
Vice-President 
SYDNEY G. McALLISTER 
President, International Harvester Co. 
JOHN McKINLAY 
Chairman of Board, National Tea Co. 
FRANK McNAIR 
Vice-President 

H. MELLINGER 
Illinois Bell Telephone Co. 


CHARLES H. MORSE 
Fairbanks, Morse & Co. 


GEORGE E. SCOTT 
President, American Steel Foundries 


WILLIAM P. SIDLEY 
Sidley, McPherson, Austin & Burgess 


HAROLD H. SWIFT 
Vice-Chairman of Board, Swift & Co. 


WARD W. WILLITS 
Chrn. of Board, The Adams & Westlake Co. 


OHN P. WILSON 
jilson & Mclivaine 


FRANK H. WOODS 
Chrn. Addressograph-Multigraph Corp. 


$ 93,251,875.77 


4,030,412.56 
27,145,224.93 


9,723,171.68 


5,299,007.81 
30,820,210.97 


16,728,489.51 
9,192,680.08 
4,625,051.23 
42,208,464.35 


500,000.00 
390,000.00 
481,436.79 


$244,396,025.68 


$ 16,570,645.78 


3,467,721.84 
481,436.79 


$244,396,025.68 


| 
= 
| 
| 
$ 6,000,000.00 
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Why Capital Is Cautious 


E. Atkins, New York 
University Economist, before the NEw 
JERSEY BANKERS ASSOCIATION. 


—— explaining the timidity of 
capital are the taxing policies of 
1932-36 and the avalanche of legislative 
change in that period of time, together 
with the contradictions in the New Deal 
program. But there are other factors. 

First, a growing ,.rt of our capital 
funds is in the hands of our insurance 


companies and similar institutions, 
which operate under regulations that 
impose conservatism. 

Second, recently an increasing num- 
ber of laws were passed designed to 
insure safety to investors. Whatever 
may be the virtues from an ethical 
point of view of such regulations, the 
result is quite obvious. It adds to the 
sum total of timid capital. 

Third, the growing interest of cor- 
porate managements in maintaining 


CITIZENS 


NATIONAL TRUST & SAVINGS BANK 


of LOS ANGELES 
ORGANIZED 1890 


Member Federal Reserve System 
Member Federal Deposit Insurance Corporation 


Condensed Statement of Condition 
at close of business June 30, 1938 


RESOURCES 


Cash and Due from Banks 


United States Obligations, Direct 


or Fully Guaranteed 


State, County, and Municipal Bonds 


Other Bonds . 
Loans and Discounts . . 
Federal Reserve Bank Stock . 


Stock in Commercial Fireproof Building Cairn 


Head Office Building . 


Bank Premises, Furniture and Fixvares, ond 


Safe Deposit Vaults (Including Branches) 


Other Real Estate Owned 


Customers’ Liability under Letters of Credit 


and Acceptances . 
Earned Interest Receivable’ . 
Other Resources 


TOTAL . 


LIABILITIES 


Capital Stock . 
Surplus . . 
Undivided Profits . 


1,150,000.00 


- $33,420,943.50 


31,303,100.00 
4,085,608.88 
2,547,857.90 
47,154,386.33 
244,050.00 


383,825.00 


1,107,481.09 
1,740,624.44 


151,330.63 
312,990.91 
720,110.56 


$123,172,309.24 


$5,000,000.00 
3,135,000.00 
$9,285,000.00 


Reserves for Interest, Taxes, Dividends, 


Contingencies, Ete. 


Letters of Credit and Liability as as 


Acceptor or Endorser on 


873,055.33 


Acceptances and Foreign Bills $ 678,172.80 


Less: Amount in Portfolio 
Other Liabilities 
Deposits . . . 


TOTAL. . 


517,029.95 


161,142.85 
54,568.72 

112,798,542.34 
_$123,172,309.24 


Head Office: Spring Street at Fifth, Los Angeles 
BRANCHES THROUGHOUT LOS ANGELES 
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liquidity, the consequence of which jg 
that corporate managements have gone 
into the banking business. 

Fourth, the growing conservatism of 
corporate management of business en. 
terprise. Properly so, perhaps, from the 
point of view of good accounting and 
sound finance. Corporate managements 
are setting aside increasing sums for 
depreciation and obsolescence. It is in. 
teresting to note that during the de. 
pression years of 1930-1933 the Ameri- 
can corporations set aside depreciation 
and allowances of approximately the 
same amount that had been set aside 
during the prosperous years. If this 
capital is actually spent for replace. 
ment, it increases the effect of demand, 
not only for capital-goods, but indirectly 
for disbursement of capital goods. If it 
is not spent, but set aside in order to 
maintain liquidity, it only adds to idle 
and timid capital. 


“CLIMATES OF OPINION” 
ALL of these factors are operating and 


have been operating to reduce confi- | 


dence or to promote timidity among 
holders of capital funds. Combined 
together they have today produced 
what the social psychologists call a 
“climate of opinion”, by which they 
mean a general tendency of a group ora 
community to think or feel about things 
in some more or less set pattern. 

There is such a thing as “climate of 
opinion” in the investment market. 
There are periods when nearly everyone 
is optimistic, all propositions appear 
hopeful. 

Conversely, there are periods when 
no news can be good news; when men’s 
minds are in confusion, a sense of un- 
certainty and chaos predominates. Then, 


only a few remain optimistic, often- | 


times to their dismay. Most capital, | 


under these conditions, is timid. It goes 
only where it is wanted, and stays only 
so long as it is well-treated. 

These climates of opinion become 
crystallized into stereotypes of thinking 
and feeling. The capital that is active 
avoids speculative undertaking; it seeks 
the safe and sound; it avoids the new 
and untried; it avoids, in other words, 
the direction in which expansion must 
come. It seeks old securities, old in- 
vestments, and in the old and tried 
methods. The conviction settles that 
the days of large fortunes are gone, 
that money cannot be made any more; 
that there is something gone out of 
American life. 
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Opportunity in Personal Loans 


Epwin N. VAN Horng, Executive Vice-president, Amer- 
ican National Bank and Trust Company of Chicago, before 
the WISCONSIN BANKERS ASSOCIATION. 


ENERALLY, there is a very definite and growing need 
for consumer credit—a need which until recently was 
not recognized in any substantial degree by many bankers. 
The 40 per cent reduction in the number of chartered bank- 
ing institutions during the past decade has greatly dimin- 
ished the source for personal credit until it is widely recog- 
nized that a great majority of individuals do not have credit 
available at commercial banks. 

A personal loan department is one of the best goodwill 
builders a bank could possibly have, but it is much more 
than that, as it really pays dividends to the stockholders; 
and unless conditions change very quickly, earnings from 
bank operations are going to be pretty slim during the next 
few years. 

All banks are geared to take care of a higher loan volume 
than is presently available. Rates of interest are ridiculously 
low, and will possibly continue to be under the present policy 
of managed money; at least, so long as that continues. Re- 
coveries on assets previously charged off are about at an end, 
and certainly we cannot look for a further appreciation in 
bond portfolios, which has been responsible for part of the 
paper profit we have made in the past few years. Where, 
then, may we expect our income unless we broaden the scope 
of our operations and services to include instalment credit 
in its variously accepted forms? 

I do not suggest that banks located in small towns set up 
a separate personal loan department, for the volume of 
business they could expect to acquire would hardly justify 
it. However, in towns of 10,000 and upward, a separate 
personal loan department would undoubtedly prove profita- 


The A.B.A. Survey 


Undoubtedly the most comprehensive survey ever 
made on the subject of personal loans is contained in 
the bulletin published by the Research Council of 
the American Bankers Association in May 1938. This 
illuminating report was prepared by the Bank 


Management Commission and the Savings Division 
of the Association, which are to be commended for so 
clearly showing the results and experiences of banks 
in handling the various types of instalment credit. 
It is worthy of careful study and should have a place 
in the library of every sizeable commercial bank in 
America.—Mr. VAN HorNE 


ble for the bank which is willing to undertake the work inci- 
dent to its management. Certainly I am not suggesting that 
we stand at our desks and loan money to everybody who ap- 
plies. The same degree of caution and judgment should be 
used in extending small loans as large ones; however, we 
cannot use the slide rule in passing upon small credits, the 
determining factor of which is the individual’s paying record 
as well as his character and the permanency of his position. 

If we are to meet the present-day challenge confronting 
the institutions we serve—both to produce satisfactory 
earnings for our stockholders, and to build public acceptance 
and goodwill—we must provide the means whereby a vastly 
greater proportion of the public may look to our existing 
banking institutions for their credit requirements. Our field 
for analysis and cultivation is the 65 per cent of the popula- 
tion in the moderate income class, most of whom are steadily 
employed and have a good paying record. 


Bartered Liberty 


O. C. CaRMICHAEL, Chancellor, Vanderbilt University, 
before the NEw York STATE BANKERS ASSOCIATION. 


HROUGH some strange trick of the fates or of human 

psychology, the world seems suddenly to have turned its 
back upon a thousand years of history, and not only to have 
reversed the direction of the liberal movement but to have 
eliminated it completely in large and important areas of 
Europe. 

In exchange for what is a people willing to give up the long 
established ideal of liberty? After all, the dictator can as- 
sume his role only with the consent of the people. In the last 
analysis the people have made the choice. It would appear 
that the desire for certainty in a troubled world has out- 
weighed the desire for freedom. The basic change which has 
taken place, then, is the exchange of the ideal of liberty for 
that of security in the modern world, or at least in those 
countries where dictators rule. And it is to be feared that 
even in democratic countries a similar change in men’s 
thinking is taking place. 
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When economic conditions began to disturb in 1929 there 
was a raising of tariff walls, then the establishment of the 
R.F.C. to bolster the financial structure and later the vari- 
ous moves of the New Deal too numerous to list. In all of 
these latter moves, the N.R.A., P.W.A., the various efforts 
to raise prices by producing artificial scarcity, etc., the object 
has been to give security to manufacturers, to laborers, to 
farmers, etc. In short, the ideal of liberalism has given way to 
that of regimentation to an extent undreamed of a generation 
ago. 

In over-emphasizing the rights and privileges of the in- 
dividual without regard to his responsibilities we have been 
led into the error of substituting security for liberty as the 
object of social effort. The restoration of a sense of responsi- 
bility to this and succeeding generations, a renewal of our 
faith in the innate worth and importance of the individual, 
and a determination to preserve this conception in American 
life, are necessary to the continuance of the principles upon 
which the American Republic was founded, and by which it 
has developed. 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, June 30, 1938 


RESOURCES 

anD Due From Banks ...... . « « « « $ 801,269,850.66 
ABroap AND IN TRANSIT . . . 24,343,897.89 
U. S. GovERNMENT OBLIGATIONS, DIRECT AND FULLY 

GUARANTEED... 
Oruer Bonps AND SECURITIES. . . . « « «  167,707,242.08 
Loans, Discounts AND BANKERS’ ACCEPTANCES. . . .  654,026,782.71 


$2,449 267,073.99 
LIABILITIES 
Capita Funps: 


$ 232,538,651.39 
RESERVE FOR CONTINGENCIES. . . © © 17,129,505.77 
ACCEPTANCES DING . . 24,070,566.89 


LIABILITY AS ENDORSER ON AND » Fonaion BILLs . 14,234,040.91 


$2,449,267,073.99 


United States Government and other securities carried at $78,098,322.24 are pledged to secure 
public and trust deposits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 


BANKING 
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